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Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.s.A.A., and Associates A.s.A.A, 
Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years). Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary 
Examination is granted on production of certain 
educational certificates. 

Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 
5% years. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 

Some concessions may be granted in respect 
of whole-time war service. 

There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, and South Africa, 
and District Societies in all parts of England and 
Wales, Northern Ireland, and India. Students’ 
Societies and Students’ Sections operate 
throughout Great Britain, Northern Ireland, and 
Eire. 

Members of the Society are not allowed to 
seek professional business by advertisements 
or circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by 
the Council of the Society of Incorporated Accountants. 
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Professional Notes 


** Accountants to Run Steel ”’ 


“ ACCOUNTANTS TO RuN STEEL ”’—THIS WAS THE HEADLINE OF A DAILY PAPER 
following the announcement that the Iron and Steel Corporation was to be set up 
on October 2. The headline was somewhat exaggerated, for of the seven members 
of the Board whose names were then announced only three are qualified 
accountants. They are Mr. S. J. L. Hardie and Mr. R. A. Maclean, 
who are Scottish Chartered Accountants, and Mr. J. W. Garton, who 
isa member of the Institute of Cost and Works Accountants. Mr. Hardie 
is the chairman of the Corporation and Mr. Garton is a part-time 
member. Mr. Maclean withdrew, some days after the announcement, his 
acceptance of the post. Even before Mr. Maclean’s withdrawal the accountants 
were just short of a “‘ majority interest ” on the Corporation, which still needs 
another four members to reach the full complement of eleven. Nevertheless, in 
showing this degree of dependence upon the accountancy profession when making 
its appointments to the Corporation, the Government has provided its own 
piquant commentary upon certain remarks made some months ago by the Minister 
of Health. ‘‘ A very large number of the so-called steel-masters are accountants,” 
Mr. Aneurin Bevan then said, “ using the brains of technicians. I know some of 
these accountants. They were brought into the steel industry by the banks, and 
they know as much about the making of steel as my granny.” (See our editorial, 
“Mr. Bevan’s Granny,” Accountancy, December, 1949, page 319.) 


It is not for us to comment upon 
the political aspects of the Government’s 
decision to carry on with the nationali- 
sation of iron and steel, a decision 
approved by Parliament on September 
19 by merely six votes. But we shall be 
concerned, in coming months, to watch 
the financial and accounting conse- 
quences of this far-reaching step, not 
least the consequences for the indepen- 
dent auditor engaged in the industry. 


Legal Aid Scheme Begins 


On October 2, 1950, legal aid will be 
available in proceedings in the High 
Court and Court of Appeal (but not 
the House of Lords) and in proceedings 
remitted from the High Court to the 
County Court. This aid will be pro- 
vided under the Legal Aid and Advice 
Act, 1949, according to the financial 
circumstances of the applicant. The 
Act was little different from the Bill 
originally introduced into Parliament 
and particulars of this—including the 
methods by which the applicants’ finan- 
cial position will be assessed and the aid 
regulated—were given in ACCOUNTANCY 
for December, 1948 (page 275). The 
Act stipulates that aid cannot be granted 
in certain classes of cases, for example, 
actions for defamation and breach of 
promise. Probably the most common 
types of cases to be assisted will be 
matrimonial causes and common law 
actions in which the amount claimed 
exceeds £100. The provisions of the 
Act relating to advice and to aid in 
other Courts than those mentioned 
above remain indefinitely deferred. (See 
Accountancy, December, 1949, page 
318.) 

Precise details of the arrangements 
can be found in the Legal Aid (General) 
Regulations, 1950, the Legal Aid 
(Assessment of Resources) Regulations, 
1950, and the Legal Aid Scheme, 
1950. England and Wales has now been 
divided into twelve areas with local 
committees in most important towns. 
It is to these committees that applica- 
tions for aid are to be made. After 
October 2, their addresses will be 
available, inter alia, at Post Offfices, 
branches of the Ministry of National In- 
surance, and Citizens’ Advice Bureaux. 
The committees will consist of practis- 
ing barristers and solicitors, and in 
cases where the applicant appears to 
have little chance of success they may 
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well have a difficult task in balancing 
the claims of the applicant to assistance 
and of his opponent to protection 
against expense. Costs may be awarded 
against an assisted litigant, but only such 
costs as the court considers reasonable. 


Apart, therefore, from the difficulty of * 


extracting such costs as are awarded, a 
successful party may well find that he is 
considerably out of pocket. The same 
point, of course, arises under the present 
Poor Persons procedure, which will 
end on October 2, but, as litigation 
is likely to be much increased under the 
new scheme, it seems that businesses 
would do well to consider whether they 
are adequately insured against the 
cost, not only of losing cases that may 
be brought against them, but of 
fighting even the successful ones. Em- 
ployers’ liability at common law is 
likely to give rise to the biggest number 
of cases against businesses, but other 
liability risks are also important. There 
are, furthermore, specialised risks in 
particular industries—for example, in 
industries dealing with noxious materials 
the risk of nuisance actions—against 
which the prudent business man will 
check that he is fully covered by 
insurance. 


Declarations of Solvency—Time for 

Filing 
The Registrar of companies takes the 
view that the word “ date ” in Section 
283 (2) (a) of the Companies Act, 
1948, means “ day of the date” and 
not “‘ time,” and further that the words 
“* delivered to the Registrar ” in general 
mean delivered at the office of the 
Registrar. This interpretation means 
that a declaration of solvency should 
be filed at the latest on the day im- 
mediately preceding that on which 
the resolution for voluntary winding- 
up is passed. A declaration filed on the 
same day as, but before the passing of, 
the resolution would be treated by the 
Registrar as having been filed out of 
time. 

It seems that the exact meaning of 
the Section is open to legal argument, 
but the Council of the Law Society 
have expressed their agreement with 
the Registrar’s interpretation . 


Incorporated Accountants’ 
Conference, 1951 
The Society of Incorporated Account- 
ants will hold a Conference in Dublin 
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on June 13, 14, 15 and 16, 1951. The 
tentative Conference programme is 
as follows : 


Wednesday, June 13 

Opening Ceremony at 
House. 

Paper by Mr. Bertram Nelson, F.s.A.A. 

Luncheon at Gresham Hotel given 
by Irish Branch. 

Reception and Garden Party. 

Special performance at Gate Theatre. 


Thursday, June 14 
Paper by Mr. W. L. White, F.s.a.a. 
Luncheon at Royal Hibernian Hotel 
given by Belfast District Society. 
Visits to Guinness’s Brewery, or to 
Phoenix Park, or Golf. 
Banquet at Gresham Hotel. 


Friday, Fune 15 
Paper by Mr. J. D. Radeliffe, F.s.a.a. 
Visit to Powerscourt, tour of city, 
or golf. 
Supper Dance at Metropole. 
Saturday, Fune 16 
Visit to Greystones and Glendalough. 
Golf competition and other sporting 
activities. 
Further details will be circulated to 
members of the Society at a later date. 


Mansion 


Control of Industrial Development— 
The Town and Country Planning Act 
creates a problem for accountants and 
other practitioners because it relies so 
much for its application on regulations. 
Although a knowledge of the Act itself 
is essential to an understanding of the 
principles underlying controlled plan- 
ning, it is the ever-increasing regulations 
of the Central Land Board that furnish 
many of the details and the procedure. 
Recognising the need for this combined 
knowledge of the Act and the relevant 
Statutory Instruments, the Federation 
of British Industries has produced an 
explanatory booklet Industry and the 
Town and Country Planning Act, 1947. 
This guide for the Federation’s mem- 
bers has recently been revised and pro- 
vides an up-to-date survey of town and 
country planning law and procedure as 
they affect industrialists. The booklet 
does not pretend to replace legal and 
professional advice, but it does give a 
clear summary of the legislation for both 
England and Wales, and Scotland. 
There is often a tendency to treat the 
Town and Country Planning Act as 
the main concern of property owners, 
and it is useful to see tabled in this guide 


a list of the principal regulations pap. 
ticularly affecting industry. 


—And Location of Industry 


Quite distinct from the actual planning 
control of sites and buildings the loca. 
tion of industry is controlled by the 
Board of Trade. This aspect of the 
Town and Country Planning Act 5 
often forgotten, and the Federation’; 
guide contains a useful summary of the 
way in which the Board controls the 
situation of industry by the issue of 
Industrial Development Certificates, 
The Federation strongly deprecates the 
secrecy attached to the Board of Trade’s 
location of industry policy. No reason 
has to be given for the refusal to grant 
an Industrial Development Certificate, 
and the Act does not require that the 
Board of Trade should state its policy, 
It is said that the disclosure of too 
much information might harm conm- 
petition by making known the intention 
of other industrialists. We understand, 
however, that asa result of pressure from 
the Federation, informal discussions do, 
in fact, take place between the Regional 
Controllers and the Federation’s Local 
Industrial Committees, but there is at 
present no legal requirement for any 
such consultation. The useful work 
carried out by these local committees is 
fully outlined in the Federation’s book- 
let, and we are glad to see that the 
Minister of Town and Country Plan- 
ning has recommended the official 
recognition of these committees for 
consulting with his Ministry on all 
questions of planning affecting industry 
in any particular area. 


The ‘‘ Planning ’’ Code for Minerals 
When the Town and Country Planning 
Act first came into force the provisions 
relating to minerals were far from clear. 
Regulations affecting minerals were 
subsequently made in 1948 and 1949, 
and now development consisting of 
winning and working minerals has 
what amounts to a planning code of its 
own. These provisions are brought 
together and reviewed in the Federa- 
tion’s guide in a special chapter, and 
the information on this subject alone 
makes the booklet of considerable value 
to industrialists and their advisers. Full 
details are given of*the moratorium 
during which no development charges 
are payable in respect of the working of 
minerals. The taxation of development 
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charges levied on a royalty basis is also 
discussed. 

This comparatively small handbook 
covers a great deal of ground, and its 
yithor, Mr. J. Dumse, pD.s.c., M.A., 
,com., of the Federation’s technical 
department, is to be congratulated. 
Copies of the booklet can be obtained, 
price 1S., from the Federation of British 
Industries, 21, Tothill Street, London, 


§.W.1. 


Deferment of National Service— 
Society’s Preliminary Examina- 
tion 
Deferment of national service to allow 
a candidate to sit for the Society’s 
Preliminary Examination—and similar 
examinations of other bodies—is 
intended to help those who have had to 
leave school before they could take the 
matriculation or school certificate ex- 
aminations. It does not apply to those 
who have had the opportunity of 
taking the examinations at school. 
The latest regulations of the Ministry 
of Labour and National Service make 
it clear that deferment of national 
service until the age of 20 for the 
Society’s Preliminary Examination is 
to be restricted, save for special cir- 
cumstances, to candidates who have 
left school before their 17th birthday. 
A candidate would be eligible for 
deferment if he left school between his 
17th and 18th birthday only in the 
special circumstances of illness or 
other reasonable cause for his not 
attaining the required standard of 
general education before leaving school. 
Deferment is not granted to any 
candidate for the Preliminary Examina- 
tion if he left school after his 18th 

birthday. 


Fees for Copies and Extracts 

Supplied by Registrar 
The fee for a certified copy or extract 
supplied by the Registrar of Companies 
of any document kept by him (other 
than a certificate of incorporation of a 
company) will be raised on October 2 
from 4d. a folio of 72 words to 6d. a 
folio. The fee is fixed by the Board of 
Trade under Section 426 (1) (b) of 
the Companies Act, 1948. 


American Accountants’ 
Emergency Committee 
The American Institute of Accountants 
has been quick to react to the Korean 


war and the consequent speeding-up of 
rearmament in the United States. It 
has set up a special “ National Defence 
Committee ” to inquire into accounting 
problems resulting from the emergency. 
The committee will consider such 
questions as war contract procedures, 
re-negotiation and termination of con- 
tracts, cost definitions, tax policies and 
the effective use of accounting per- 
sonnel. It will submit its recommenda- 
tions to the appropriate government 
agencies. 

The chairman of the committee is 
Mr. J. Harold Stewart of Boston, Mass., 
the president of the American Institute. 
All the nine committee members served 
in important government posts or in 
the armed forces during World War II. 


Incentive Schemes 


A useful survey of financial incentive . 


schemes has been published by the 
British Institute of Management (Wage 
Incentive Schemes, obtainable from the 
Institute, Management House, 8, Hill 
Street, London, W.1, at 2s. 6d. net). 
After some notes on “ essential pre- 
liminary measures ”—the main one of 
which is that a scheme should usually be 
based on time studies—and on the 
general steps to be taken in introducing 
or modifying a scheme, the booklet 
gives brief particulars of representative 
kinds of schemes. One category, in 
which the award is related to the effort 
of the individual worker, includes 
schemes based on straight piecework 
with a guaranteed minimum wage or 
on differential (or progressive) piece- 
work. Another category is that of time- 
saved bonus schemes, of which types 
are the Gantt method, Emerson’s 
efficiency method, the Halsey scheme, 
the Rowan system and the standard 
hour plan. Two other categories are 
those comprising the points systems and 
group bonus schemes—the latter cate- 
gory, of which a common type is the 
Priestman bonus scheme, relates the 
individual’s reward to the efforts of the 
group. In another category fall the 
assessment bonus schemes, which, it is 
stated, are increasingly favoured by 
managements. (A scheme of this kind 
was described in AccounTrancy for 
September, page 312.) The booklet 
describes all these various schemes and 


gives some general indications of the 
conditions in which one or the other 
might best be applied. 

There is a reference to the difficulty 
of devising satisfactory schemes for 
maintenance workers. Factories in 
which maintenance work involves a 
good deal of routine work frequently 
repeated may be able to estimate times 
for the various jobs, but where the work 
is more varied, schemes must be dif- 
ferently based. For example, bonuses 
might be geared to the reduction in 
waiting-time due to machine break- 
downs. It is stated that the British 
Institute of Management has details 
of such schemes operated in industry, 
and that these can be made available to 
corporate subscriber companies of the 
Institute. 

A feature of the booklet is a bib- 
liography of some go books and articles 
which, however, is described as not 
being exhaustive ; it could be extended 
on request, it is stated, to cover any 
particular aspect of wage incentive 
systems. 

The importance of incentive schemes 
in increasing industrial output is now 
becoming much more generally recog- 
nised. Statistical evidence of their 
value in the housing industry, not the 
easiest industry for their operation, is 
provided by a survey, published by the 
Ministry of Health during September, 
of 96 direct labour forces of local 
authorities having such schemes. In- 
creased output, ranging up to 43 per 
cent., was reported in the industry as a 
whole by 83 authorities. In particular 
trades the increases in output were up 
to 112 per cent. Reduced labour costs, 
sometimes of as much as 25 per cent., in 
the industry as a whole and more in 
particular trades (up to 45 per cent. 
in brickwork), were reported by 80 
authorities, although in 86 authorities 
the men’s earnings had increased ; 
detailed figures from 67 of these showed 
that the rise in earnings varied from 
15 per cent. to 20 per cent. 

The local authorities having direct 
building forces but not operating incen- 
tive schemes numbered 62, but 26 of 
them were willing to consult with the 
Ministry in the preparation of schemes, 
and a few are already preparing them. 
Of the others, some opposed incentive 
schemes in principle and some met 
with opposition from the workers. 
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ACCOUNTANCY 


FORMERLY THE INCORPORATED ACCOUNTANTS JOURNAL ESTABLISHED 1889 


The Annual Subscription to Accountancy is 175. 6d., which includes postage to 

all parts of the world. The price of a single copy is 13. 6d., postage extra. All 

communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W.C.2. 


Too Many White Collars ? 


OF EVERY 100 EMPLOYEES IN BriTIsH 
factory trades at least 18 are non- 
operatives. Of the 82 classed as 
operatives, about 16, who are employed 
on stores, transport, canteens, welfare, 
research, maintenance and the like, 
are outside factory production in the 
narrow sense. In that narrow sense, 
that is to say, only two-thirds of British 
factory workers are “‘ productive.” 

In recent years the nation, or at least 
a large part of it, has become “ produc- 
tivity-conscious ”—as a result both of 
force of circumstances and unremitting 
propaganda. But it is doubtful whether 
this new sixth sense is a very keen one 
beyond the walls of the factory. Even 
those few who do not limit to the works 
itself their recognition of the need for 
greater output rarely look beyond the 
adjacent stores and maintenance work- 
shop. The office across the yard is a 
place apart. The 18 per cent. of“ white- 
collared ”’ workers are usually forgotten, 
excluded willy-nilly from demands for 
increased productivity. This is surely 
an intolerable state of things. There is 
every reason to believe that wide scope 
exists for greater office efficiency. 

It thus behoves everyone who is con- 
cerned with clerical supervision to look 
to the methods employed in his office— 
and this exhortation can obviously be 
particularly directed to the accountant, 
whether he is in industry or in profes- 
sional practice. It may be answered 
that every accountant worthy of his 
qualification is well acquainted with 
the advantages of mechanised methods. 
But even if that were true—and we take 
leave to doubt it—the answer would 
betray a mistaken notion of what is 
implied by productivity in the office. 
As often as not it has nothing at all to 
do with machines, but is a matter only 
of men and their manual methods. 
Frequently, mechanisation is uncritic- 
ally adopted as the panacea, when 
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fewer, not more, machines are required. 
No, the problem of increasing clerical 
efficiency is a subtler one than is 
realised by many in our profession. 
Despite this note of caution, we have 
already been emphatic enough, we 
hope, to claim exemption from any 
charge of not appreciating the urgent 
need for improving—even revolutionis- 
ing—office procedures. Yet it seems 
important that those few who are con- 
cerned, very rightly, to publicise this 
need, should bring to their case only 
arguments which can be rigorously 
sustained. Otherwise they surely 
weaken their own advocacy. There 
appears in the current issue of the 
District Bank Review an article, “A 
Burden on British Industry,” in which 
the published results of the 1948 Census 
of Production are usefully analysed 
with those of previous censuses so as to 
show the growth of non-operative staff, 
in relation to operatives, in a number of 
industries since 1907. There can be no 
quarrel with the purely statistical 
findings of the article, which is written 
by Mr. K. S. Lomax of the University 
of Manchester. His figures show 
conclusively that the ratio of non- 
operatives to operatives is, generally 
speaking, virtually double what it was 
40 years ago. That is a significant fact 
—-significant socially, economically and 
even politically. But Mr. Lomax draws 
from it a conclusion which seems 
altogether gratuitous. He affirms, with 
no further evidence, that the burden of 
** non-productive ” workers upon “‘ pro- 
ductive ” operatives has also doubled. 
Let us leave aside the inexact use of the 
adjectives “ non-productive” and 
“‘ productive,” for they are unfortu- 
nately already well-established in this 
use in business jargon (abetted, if not 
inspired, we regret to say, by cost- 
accounting terminology). The point 
with which we do take issue is the 


conclusion that because non-operatiy, 
staffs have grown, relatively to othe 
employees, their efficiency has decline 
relatively to that ofthe others. Obserys. 
tion of British industry shows, on th 
contrary, that much of its increase 
productivity is due precisely to mor 
detailed accounting and costing, mor 
specialised work in the office, mop 
administrative planning and checking 
No doubt there are many jobs done ip 
the modern office which should not be 
done, or should be done differently, by 
it is fallacious to point simply to the 
growth in the ratio of non-operatiy 
staffs as in itself “ a burden on British 
industry.” It would be as correct, 
probably more correct, to regard that 
growth as an essential concomitant 
of an increase in industrial productivity, 

Indeed, another statistical study of 
Census of Production results, a thorough 
analysis of the 1935 census, by Mr. C.E, 
V. Leser (“‘Output per Head in Different 
Parts of the United Kingdom,”’ Joumd 
of the Royal Statistical Society, Part Il, 
1950), ends with conclusions which 
seem to be opposed to Mr. Lomax’, 
It is shown by Mr. Leser that in 193; 
the proportion of non-operatives wa 
considerably higher in factory trade 
with a high output per employee. “It 
is often asserted,” he says, “‘ that low 
productivity is caused by a high number 
of ‘unproductive’ workers. The 
present analysis shows that low output 
per head cannot be due to a high pro 
portion of non-operatives : if anything, 
this would have the effect of raising the 
output per head.” It is true that Mr. 
Lomax was studying movements 
through time in the ratio of non 
operative staffs, without taking account 
of variations among industries, and that 
Mr. Leser was dealing only with inter- 
industry comparisons at a point of time. 
However, Mr. Leser’s results appear to 
give a presumption against the asser- 
tion that an increasing proportion of 
non-operatives is in itself burdensome 
to industry. 

The main theme, nevertheless, pet- 
sists: the necessity for reaping al 
possible economies in the office. We 
hope that from time to time we shall 
be able to take a modest share in thi 
good work by publishing, as we do this 
month in a special survey, articles 
office methods of particular interest 10 
the accountant. 
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Reflections on the Accounting Provisions of the 
Companies Act, 1948°—II 


) More 

, More 

mor Depreciation of Current Assets 
cking, HE. Again, provisions for depreciation or diminution in 
One in value of fixed assets are required to be stated separately in 
hot be MH the profit and loss account (8th Schedule, paragraph 
y, but Ho (1) (a) ) and to be disclosed in the balance sheet (8th 
to the I Schedule, paragraph 5), but this does not apply in the case 
rative M@ of current assets. Perhaps this is because it is common for 
Sritish any such provision to be absorbed in the general debit to 
rrect, M trading account. One may ask, however, whether the 
1 that separation of charges to trading account representing the 
hitant HH cost price of goods sold from those representing falls in value 
tivity. Hof stocks held would not be significant. It could certainly 
dy of & be argued that it is in the interest of shareholders that they 
rough # should know what material falls in value have taken place 
C.E.@ or are expected to take place before ultimate sale. The 
erent J question is particularly relevant to-day when the high price 
urna MH evel of many commodities has no doubt led many boards 
t II, of directors to make provisions of this nature. If these 
vhich HF provisions were disclosed and, as already suggested, if the 
1aXxs. basis of valuation of stock were clearly stated,’ it could be 


left to shareholders to draw their own conclusions from the 
facts given. (One may note that in many companies 
“stock reserves ” have been created. If these are properly 
named reserves they are really general contingency reserves 
and would, if the recommendation suggested in paragraph 9 


above were adopted, be shown as such.) 
The 13. It may be that the last question (and perhaps others) 
itpul could be dealt with more simply under paragraph 14 (6) (a) 
pro: of the 8th Schedule by extending a little, or defining more 
ung, completely, the circumstances in which a transaction will 
; the be considered to be of an exceptional or non-recurrent 


nature. Thus it could be argued that an unusual and 
severe fall in raw material prices which necessitated the 
writing down of stocks should require separate treatment in 
the profit and loss account under this heading. On the 
whole, however, it seems better to require a more detailed 
analysis of all transactions rather than to rely on the ad hoc 
reporting of exceptional items, since this inevitably involves 
a greater exercise of personal judgment. 


Depreciation of Fixed Assets 


m™® 14. Let us now examine what appear to be some incon- 

sistencies in the 8th Schedule in relation to the balance- 
eB sheet presentation of fixed assets. In stating the normal 
al # method of arriving at the amount of any fixed asset, 
We # paragraph 5 (1) (8) of the Schedule requires the deduction 
. of the amount provided or written off for “‘ depreciation or 
his * Continued from September issue, page 310. 


The two requirements cannot be separated, for the “‘ cost ” of goods 
sold can only be defined in terms of some arbitrary and stated standard. 


By H. C. EDEY, 3B.com., A.c.a. 
saalaiale in Accounting and Business Finance, London School of Economics, University of London) 


“* deprecia- 
are synonymous or 
similar terms. But the term depreciation in this context is 
generally understood (and this is backed by the opinion of 
eminent counsel !*) as an amount calculated by use of the 


diminution in value.” This seems to imply that 
tion” and “ diminution in value” 


rate currently accepted as “‘ proper” for the kind of asset 
concerned and does not necessarily bear any relation to the 
value of the asset at the date of the balance sheet. An asset 
can thus appreciate substantially in value and yet 
“ depreciation ” still be charged annually. The addition of 
the phrase “ diminution in value ” in paragraphs 5 and 27 
of the Schedule has thus robbed the definition of a reserve 
in paragraph 27 of some of the precision it would otherwise 
have had.!? When reading a balance sheet we know that an 
amount in excess of what the directors think is “‘ reasonable 
necessary ” is a reserve. But necessary for what ? Deprecie- 
tion as commonly understood ? Or diminution in value ? 
Presumably either interpretation will do. However, this 
point is perhaps less important than it would seem, for, as 
we shall see, the reference in paragraph 27 to provision for 
** renewals ” is alone sufficient substantially to reduce the 
effectiveness of that paragraph. 

15. Thus, if we turn to paragraph 5 (2) (b) of the Schedule, 
which recognises replacement provision accounting as an 
alternative to depreciation accounting, and read this in 
conjunction with paragraph 27 (2), we are led to the con- 
clusion that whether an allocation for ‘‘ depreciation ”’ is 
wholly a provision or is in part a reserve may depend on the 
form of book-keeping adopted by the directors. Let us 
assume that the conventional provision for depreciation of 
an asset, if based on the original cost, would be A, but if 
based on the estimated replacement value would be B. if 
the directors adopt the usual book-keeping method, and 
show the depreciation in the balance sheet as a deduction 


_ from the fixed assets, any excess of B over A which they set 


aside will be (it seems) a reserve and must be shown as such 
in the balance sheet. If, on the other hand, they choose to 
show the whole allocation on the left-hand side of the 
balance sheet and call it a renewals or replacement pro- 
vision, then the whole amount of B will be a provision in 
the eyes of the law. It must be noted, however, that if when 
they do replace the asset they choose to capitalise the outlay 
on the new asset and write off the old asset against the 
replacement provision, any balance left on the provision 
account turns into a reserve and must be shown as such, 
although had they left the old asset balance in being and 


16 The Companies Act, 1947, Institute of Chartered Accountants, 


paragraph 85. 

17 The Cohen Committee used “ depreciation” in the recommenda- 
tion which led to paragraph 5 (1) (6) and “ diminution in value ” in the 
precursor of paragraph 27 (2) ; (Cmd. 6659, pp. 59-60). 
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debited the replacement cost to the replacement provision 
there would have been no reserve (except to the extent, if 
any, that replacement provision was over-estimated). 

16. This anomaly in the Schedule seems, incidentally, to 
make redundant some of the recent discussion regarding 
the precise treatment of allocations for additional replace- 
ment costs, since it appears that, provided the right words 
are chosen and the right book-keeping entries made, the 
full amount of a replacement value provision can be 
regarded legally as a charge against profits and as a 
provision and not a reserve. It should be noted that this 
particular anomaly would not have arisen had the Cohen 
Committee recommendations been adopted as_ they 
originally stood, for the Committee had proposed that the 
replacement method of accounting should be available only 
to public utilities.'* 

17. It is not possible to consider here the fundamental 
problems of depreciation policies raised by the foregoing 
discussion. It seems that the ambiguity in the Act has arisen 
because we have not yet faced squarely up to the implica- 
tions of different policies. Indeed, this is just one part of 
the general lack of coherence in the body of accounting 
tnought which has become apparent in recent years and 
arises largely from fundamental contradictions in our 
concepts of the purpose and basis of the balance sheet. 
The question in particular of calculating a depreciation 
rate for a particular asset is fraught with difficulties. 
Whether or not it will be possible in the next few years to 
bring greater consistency to the assumptions which underlie 
our accounting conventions, we must recognise, I think, that 
personal judgment and opinion enter so much into the 
preparation of final accounts that the conventions and bases 
adopted in any particular accounts should be clearly and 
unequivocally stated. Thus in relation to asset valuation 
the information might include : 

(a) Astatement of the cost of the assets shown under each 
heading, as at present. This statement could be given with 
advantage even where there had been a subsequent 
valuation. In the latter case the 8th Schedule allows the 
valuation to replace the statement of cost. This seems such 
an obvious loophole (although admittedly it does not yet 
seem to have been taken advantage of much) that if a note 
of original cost is not always to be shown (and I suggest this 
is desirable in order to preserve the continuity of the 
balance sheet record) the provisions of paragraph 5 (1) 
might well be strengthened by requiring—as the Institute 
of Chartered Accountants has already recommended—the 
date and source of any valuation to be stated, but with this 
addition, that unless the valuation represented a bona fide 
market valuation by independent valuers the original cost 
should also be stated. 

(6) A statement, forming part of the general statement of 
conventions and accounting bases adopted by the company 
(see paragraph 4 above), of the method of dealing with 
depreciation. The annual rate (if any) used in each case, 


‘8 Wrongly, I consider. My point is not that directors should not be 
free to choose their own depreciation policy, but that the Act at present 
does not call for a clear enough explanation of the basis and effect of 
different policies, each of which may alter the significance of the 
“reserve” balances. Sub-paragraph (4) (a) of paragraph 5 of the 
8th Schedule goes part of the way, but not far enough. 
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the method of application (for example, straight-line), the 
extent to which obsolescence had been taken into account jp 
assessing the rate (for obsolescence is probably in many case 
far more important than wear and tear) should all be given, 
This, it is true, might require the separation in the balance 
sheet of groups of assets whose basis of valuation happened 
to be different, and one can conceive cases where this would 
be a complicated and difficult business. We are here up 
against one of the basic difficulties referred to earlier of how 
much information is “‘ practicable.” The importance of this 
information for the rational assessment by shareholders of 
the worth of their shares is undoubted. 

18. It is, perhaps, relevant at this stage to turn to para. 
graph 11 (7) of the Schedule, which requires the directors to 
state in the balance sheet if, in their opinion, any of the 
current assets have not a realisable value in the ordinary 
course of business at least equal to their stated book values, 
One may ask why this requirement should be limited to 
current assets. If it has become clear to a board of directors 
that the value to the company in the long run (that is, in the 
ordinary course of business) of any fixed asset or group of 
fixed assets is below the stated balance sheet value—and itis 
admitted that there will be many borderline cases where it 
could not be expected that the directors should give such 
an opinion—then it cannot be said that the accounts show 
a true and fair view unless this fact is made clear to the 
shareholders. Where the company has a white elephant in 
its balance sheet and the directors have no doubt that it is 
a white elephant, it is surely their duty to say so and make 
some attempt to estimate the present value to the company. 
Certainly in many cases conscientious boards would do 
this now, but one wonders whether enough consideration 
is given to this question. 


Goodwill, etc. 

19. In paragraph 5 (2) of the Schedule there is an exemp- 
tion from the normal basis of balance sheet presentation of 
fixed assets in respect of goodwill, patents and trade marks. 
This dispensation for some reason does not extend to such 
items as development expenditure which are by their 
nature very similar if not indistinguishable from these. On 
the other hand one may ask why it is necessary to exempt 
goodwill, patents and trade marks from the general pro- 
vision requiring a statement of assets at cost with a deduc- 
tion for amounts subsequently written off. It is true that in 
the case of items of this kind original cost is even poorer 
evidence in assessing the present value of the asset than in 
the case of many other assets, but it is still difficult to see 
why a record of the original amount expended on goodwill, 
etc., should not be shown as much as for other assets. 
Reserves must be shown separately in the balance sheet. 
If, instead of being transferred to reserve account, profits 
have been used to write off goodwill, why then should they 
disappear from the balance sheet? Again it is hard to 
understand why a mere difference in book-keeping tech- 
nique should alter the record presented to the shareholders. 
The same argument applies to so-called fictitious assets, 
such as preliminary expenses. 


Investments 
20. Under paragraph 5 (2) (c) if “ the market value (of, 
in the case of investments not having a market value, their 
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yalue as estimated by the directors) ”’ is stated, it is not 
necessary to show cost and subsequent depreciation of 
investments which are fixed assets. Now, by value one 
yually understands market value. Presumably the 
intention here, however, is to emphasise the difference 
between current values, which may fluctuate, and the 


vould directors’ estimate of the present value to the company of the 
UP & investments, taking a relatively long view, that is, the basis 
ow 


of valuation commonly believed proper for any fixed asset, 
the “ value to the company as a going concern ” basis of 
the textbooks. Thus we arrive at the odd conclusion that 
if, for example, trade investments which happen not to be 
quoted are considered by the directors to be standing at a 
reasonable amount in the balance sheet, details of cost and 
subsequent depreciation need not be shown, although the 
basis of the directors’ valuation is perhaps no different from 
that in respect of other fixed assets whose cost and sub- 
sequent depreciation must be shown. Is there in fact any 
reason why the cost and subsequent depreciation basis 
should be departed from because assets happen to take the 
form of investments in other companies? It may be that 
the intention of paragraph 5 (2) (c) is that the directors 
should estimate current market value in cases where there 
are no quotations or dealings. The paragraph does not, 
however, say so. We may also note that the Act does not 
define trade investments. Here again it can no doubt be 
said that most accountants know when an investment is a 
trade investment and when it is not. Nevertheless there 
must be borderline cases. Here it seems that our criterion 
should be whether the investment is intended to be held 
permanently (subject to its continued income-earning 
capacity), for if so it is surely ex Aypothesi a trade investment. 
21. While discussing trade investments one can note a more 
serious defect in the Act: namely, that 49 per cent. of the 
equity of a company may be held, perhaps as the sole asset 
of the owning company, but no disclosure is required of the 
underlying assets and liabilities represented by the invest- 
ment or of the proportion of the undistributed income 
attributable to the owning company’s interest. It is thus 
possible to avoid the elaborate provisions of the Act in 
relation to group accounts by reducing holdings in other 
companies to just under 50 per cent. of the equity. Although 
this percentage does not give formal control, in most cases 
it will give de facto control. It would seem desirable that the 
provisions of the Act should be extended to require the 
inclusion in annual accounts of a statement giving minimum 
information in relation to such holdings. This might take 
the form of a statement, suitably amended, like that 
required by paragraph 15 (4) of the Schedule in relation to 
the profits of non-consolidated subsidiaries. A difficulty 
might arise in attempting to define at what point an invest- 
ment became sufficiently important for this information to 
be given. This could perhaps be dealt with in terms of a 
given proportion of the gross revenue or net worth of the 
investment-owning company represented respectively by 
the profit arising from or the cost of the investment in 
question. Alternatively, and this represents surely a 
minimum requirement, the investment-owning company 
should be required to give sufficient details of its holdings 
and of the income derived therefrom to enable both to be 
reconciled without difficulty with the separatelv published 
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accounts of the companies held. This would at least put 
the shareholders in the position of being able to obtain for 
themselves the same information as that suggested above, 
except, of course, where the subsidiaries happened, as they 
well might, to be overseas companies. 


Taxation 


22. Another paragraph which, although it has proved 
valuable in practice, still seems to be insufficiently precise 
is 11 (10) of the Schedule. This paragraph requires the 
basis of computation of the United Kingdom income tax 
allocations to be shown in the balance sheet and can be 
linked with paragraph 14 (3), requiring similar information 
in relation to the profit and loss account. This is usually 
interpreted as requiring a statement of the fiscal period in 
respect of which the tax provision or reserve is made. This 
information is not, however, usually sufficient for an 
adequate interpretation of the accounts. In particular it is 
often difficult to relate the tax charge to stated profits for 
particular periods. The introduction of high initial 
allowances has increased this difficulty, making the charge 
for income tax (and profits tax too) bear in many cases even 
less relation than before to the profits shown in the accounts. 
As far as the writer can see the only satisfactory way round 
this obstacle is to require a reconciliation of taxable profits 
with accounting profits and for the former to be related to 
the provisions and reserves appearing in the accounts. 
This may seem a radical suggestion, but if one is to get a 
clear trend of the profits available for distribution it is hard 
to see how it can be avoided. The reconciliation would not 
need, of course, to be in great detail. 


Arrangement of Act 


23. The somewhat haphazard way in which the various 
accounting provisions have been arranged in the main Act 
and in the 8th Schedule deserves a brief note, for we can 
hope that matters will one day be improved. No doubt 
this arrangement is due in part to historical accident. For 
example, the provisions of the Act regarding the keeping 
of books of account are contained in three widely separated 
Sections, numbers 147, 331 and 436, the requirements of 
two of which, numbers 147 and 331, overlap. The segrega- 
tion of most of the detailed accounting provisions in the 8th 
Schedule has been valuable, and it is a pity that it was not 
possible, perhaps owing to drafting difficulties, to include 
therein all the accounting provisions, including some of the 
less general parts of Sections 147 to 163. The Schedule, too, 
could have been arranged more logically. The provisions 
relating to the balance-sheet statement of investments, for 
instance, are contained in no fewer than five different 


paragraphs: 5, 8, 11, 15 and 28. 


Documents Annexed 


24. Section 149 (7) (a) refers to information which is 
allowed to be given in documents annexed to the balance 
sheet or profit and loss account. This raises the general 
question : .“‘ Where does the balance sheet end?” Pre- 
sumably the answer is when the two sides are totalled ; if 
this is correct, the implication is that any information not 
specifically allowed to be given in statements or documents 
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annexed must appear on the tace of the balance sheet above 
the totals. This would appear to make technically illegal 
the presentation of, for instance, the details regarding fixed 
assets and depreciation (required by paragraph 5 (3) of the 
8th Schedule) in separate schedules not shown on the face 
of the balance sheet, since it is not stated that this informa- 
tion can be given in documents annexed. It would have 
been more satisfactory if the references to documents and 
statements annexed had been eliminated and a general 
provision inserted providing that so long as a true and fair 
view was given any information required by the Act could 
be contained in supporting schedules to the balance sheet 
or profit and loss account. It would also make for tidiness 
and the avoidance of error if the present provision allowing 
material information to be given in the directors’ report 
(Section 163) were abrogated. It is surely undesirable (a) 
that the auditors should sometimes have to report on a part 
of a document not normally subject to their report and (6) 
that the balance sheet should sometimes be incomplete 
unless read in connection not with the directors’ report as 
a whole (which would perhaps be unexceptionable) but 
with a part of the directors’ report, perhaps only a sentence, 
to be sought out from surrounding irrelevancies. 


the Board of Trade (under a number of Sections of the Aq 
and paragraphs of the Schedule) to vary the accountin 
provisions in relation to particular companics. Th, 
flexibility gained by the insertion of these powers in the Ag 
is no doubt an advantage. Nor are there signs wanting thy 
the Board of Trade is ready to grant indulgences. They 
however, are powers which should not lightly be exercise 
and the hope may be expressed that in such cases the Board 
advisers consider with great care any adverse effect on th 
interpretation of the accounts which may result. ‘There js, 
danger here for auditors, for it would surely be no defence, 
in answer to a charge that accounts reported on as true an( 
fair were not so, to reply that such and such a requirement 
had been waived by the Board of Trade ; the provisions of 
sub-Section 1 of Section 149 of the Act cannot be set aside, 


Conclusion 


26. Iam only too conscious that these remarks, which are 
necessarily condensed, raise many problems which there i 
not space here to discuss. Nor are most of the ideas I have 
made use of new in themselves : I can only hope that their 
discussion in the context of the accounting provisions of the 


Board of Trade Powers 
25. I will end by referring briefly to the various powers of 


I.A.C. 


Act may make some small contribution to the development 


of these. 


(Oxon) 


THE INITIALS STAND FOR INCORPORATED 
Accountants’ Course (Oxford). After 
visiting Cambridge on two successive 
occasions the Society of Incorporated 
Accountants this year held a highly success- 
ful residential course for members in the 
gracious and historic surroundings of Balliol 
College. 

As we assembled on the evening of Thurs- 
day, September 14, well over a hundred 
strong, for dinner in Hall, the mellow 
dignity of the surroundings, the distinguished 
Balliol men of the past watching us from the 
walls, and particularly the gracious speech 
of welcome from the Master of Balliol, 
Sir David Lindsay Keir, made it clear that 
we were embarking on an experience long 
to be remembered. 

Group discussions were a feature of the 
course, and on the first evening the groups 
met to organise their procedure and to have 
a preliminary chat about the papers to be 
presented, a number of which had been 
printed and circulated in advance. 

Serious work commenced with a paper 
from Mr. H. A. R. J. Wilson, F.c.a., 
F.S.A.A., On Taxation. His printed paper, 
illustrated with a wealth of worked ex- 


amples, dealt with many of the problems 
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that arise in current taxation work. In 
his address and in answers to questions, 
Mr. Wilson ranged widely over the field 
of taxation, mentioning such diverse matters 
as maintenance claims, settlements, Stamp 
Duty, Estate Duty, directors’ expenses, 
the Income Tax Act, 1945, and the enter- 
tainment expenses of professional men. 

A paper on Group Accounts by Dr. D. J. 
Bogie, c.A., was particularly valuable. For 
reasons that he cogently expounded, he has 
arrived at conclusions at variance with cur- 
rent practice both in the method of prepara- 
tion of group accounts and in the treatment of 
particular items in a consolidated statement. 
Instead of adding the individual balance 
sheets together and then adjusting the totals, 
he argues that in a case of any size it is 
simpler to make the adjustments in the 
individual balance sheets first ; then the 
preparation of consolidated accounts is a 
matter of arithmetic only, save for the 
computation of the minority interest. 
Among particular items whose treatment 
Dr. Bogie discussed were the pre-acquisi- 
tion fliture tax reserve of a new subsidiary ; 
depreciation of a valuation difference 
(that is, the difference between the value 
of fixed assets in a subsidiary’s balance sheet 


-on the work of the practising accountant. 


[Concluded] 


and the value placed on them by the holding 
company in fixing the price at which the 
shares were acquired) ; and the subsidiary 
whose shares have been acquired in suc- 
cessive blocks over a period of time. 
The most provocative paper in_ the 
course came from an eminent industrialist, 
Mr. John Ryan, ¢.B.E., vice-chairman of 
The Metal Box Co., Ltd., under the title 
“What I Expect from the Accountant”— 
meaning, of course, not the auditor, but 
the accountant in industry. From a perusal 
of the Society’s examination syllabus, Mr. 
Ryan deduced that the present training 
of a qualified accountant does not fit him 
to provide an industrialist with the state- 
ments, financial and quantitative, needed 
for policy decisions to be made correctly 
and in time. Mr, Ryan did not seek a 
solution by broadening the basis of pro- 
fessional training from its present emphasis 


Instead he envisaged a third expert 
come between the industrial accountant 
and management ; for want of a betiel 
title he called him a ‘‘ business statistician.” 
This combination of financier, economsst, 
engineer, and soothsayer would tell the 
industrial accountant what statements 
prepare and how to prepare them, and 
would tell management what they meat 
and how to use them. The accountatl 
would become a form filler. Members 
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the Course were net slow to draw and point 
out two further conclusions, namely, that 
\r. Ryau would become a rubber stamp, 
¢ not actually redundant, and that the 
superman would be more likely to be 
recruited from the ranks of accountants, 
yho have a professional training and disci- 
pline, than from the ranks of the managers 
who have neither. We were indeed grateful 
io Mr. Ryan for goading us into a lively 
re-examination of our usefulness and 
function in the industrial world. 

Guest night dinner followed, and the heat 
of argument gave way to the elegant 
formality of a distinguished — occasion. 
Many eminent visitors honoured the Society 
with their presence. They included Sir 
David Lindsay Keir (Master of Balliol 
College) and Lady Keir, Professor S. H. 
Frankel (Professor of Colonial Economic 
Affairs, Nuffield College), Professor A. H. 
Tocker (Dean of the Faculty of Commerce, 
Canterbury University College, Christ- 
church, N.Z.) and Mrs. Tocker, the Rev. 
F. L. MacCarthy (Chaplain of Balliol 
College), Professor A. Ewert (Professor of 
Romance Languages, Oxford University), 
Mr. J. B. Braithwaite (Chairman of the 
Stock Exchange), Mr. J. Ryan (Vice- 
Chairman, Metal Box Co., Ltd.), Mr. K. W. 
Bevan, A.c.A. (Chief Cost Accountant, Doul- 
tonand Co., Ltd.), Dr. D. J. Bogie, c.a., Mr. 
E. H. Davison, A.c.A., and Mr. D, du Pré, 
(Editor of The Accountant). The new Balliol 
chef showed his mettle. The toast of “ Our 
Guests” was briefly proposed by the 
President of the Society, Mr. A. Stuart 
Allen, F.s.A.A. He said that the University 
of Oxford was both ancient and eternally 
adolescent, using that word in its true 
and literal meaning of a state of continuous 
growth and development. In the members 
of the University present that evening they 
had ample evidence that Oxford was always 
receptive of all that was best in progressive 
thought. The well-known economist Sir 
Hubert Henderson responded. He touched 
on the topic that is King Charles’s Head 
when accountants and economists meet— 
depreciation on replacement values and the 
maintenance of the real value, not just 
the monetary value, of the capital employed 
in a business. 

The chairman of the London Stock 
Exchange, Mr. John B. Braithwaite, made a 
welcome return visit to our Courses with a 
paper on Methods of Financing Companies 
under Present-day Conditions. The keen- 
hess of questioning after his address was 
proof, if proof were needed, of the ex- 
tent to which business undertakings have 
depleted their immediate post-war re- 
sources and are now having to seek funds 
from outside. 

Mr. K. W. Bevan, A.c.A., gave a paper 
on The Structure of Industrial Accounts. His 
main point was that if an item of expendi- 


ture or income is correctly coded at the time 
it occurs, and if the forms and procedures 
of the accounting system are properly 
designed, then that item will automatically 
fall into its right place in the final accounts 
of the concern. For his address, Mr. Bevan 
had brought with him numerous specimen 
forms and documents used by his company, 
and demonstrated the way in which his 
ideas are put into practice. One happy 
result is that final accounts can be pro-~- 
duced, even for a large group of companies, 
a matter of days after the year end. Another 
is that special accounts can easily be 
compiled for the Inspector of Taxes in 
the form in which he is used to them. The 
idea of separate accounts for the Inspector 
of Taxes was once a joke ; it is becoming a 
necessity now that in accounts prepared 
for directors and shareholders expenditure 
is analysed not by expense heads, but by 
cost centres. 

A free-for-all discussion on Stock Valuation 
was led by Mr. Bertram Nelson, F.s.A.A., 
Mr. John Aijnsworth, M.B.E., F.S.A.A., 
F.1.M.T.A., and Mr. E. H. Davison, A.c.A. 
We find that our old friends LIFO 
and FIFO are now out of fashion. 
We now have HIFO (highest in, first out) 
and NIFO (next in, first out, or pricing out 
materials at replacement cost). Discussion 
was brisk and no unanimity was to be 
expected. There was, however, much sup- 
port for the idea that materials should be 
priced into product cost at replacement 
value (NIFO) even though this would 
probably lead to a different stock figure in 
the annual trading account from that in 
the balance sheet—where cost or market 
would continue to reign. Divergent views 
were expressed on the auditor’s responsibility 
for stock valuation, but there was general 
approval for the suggestion that the 
industrial accountant, as well as the auditor, 
should be made to sign the accounts— 
if he dare ! 

A brief but hilarious impromptu enter- 
tainment was produced on the Saturday 
evening at a meeting convened by the 
President to consider an incident that had 
occurred in Garden Quad about midnight 
on Friday. It gradually became plain that 
the meeting was to hear an action for 
damages for assault and loss of professional 
earnings brought by Mr. Mervyn Bell, 
with Dr. Bogie as advocate, against Messrs. 
Nelson, Craig and Evan-Jones. But little 
else was clear—in fact the only issue that 
was resolved with any certainty was that 
the occurrence had grave national and 
international implications. Not surprisingly, 
it was sentiment rather than the balance of 
very dubious evidence, that led to a decision 
in favour, of the complainant and adverse 
to the three stalwart defendants. (Stalwart 
was the least offensive of the many adjec- 
tives freely employed by both sides.) Dr. 


c* 


Bogie, due doubtless to insufficient bricfing, 
did not make it clear whether his client 
had been brutally manhandled or treated 
with almost maternal care and solicitude. 
However, the force and fervour of his appeal 
more than compensated for this. As the 
underdog, the complainant captured the 
sympathy of court and audience. 

Service in the College Chapel on Sunday 
was conducted by the Chaplain of Balliol 
and the sermon was preached by the Rt. 
Rev. The Lord Bishop of Liverpool. 

A welcome change from technical papers 
was an informal discussion on Standards of 
Professional Life led by Mr. Richard A. Witty, 
F.s.A.A. From the interest shown in this 
discussion, the views expressed, and the 
anecdotes related, it was clear that this is a 
subject that gives practising account- 
ants, and even the industrial accountant, 
some headaches. The opportunity of 
discussing problems of this nature with our 
fellows was much appreciated. 

We were fortunate to have Mr. J. Latham, 
C.B.E., A.c.A., Director-General of Finance, 
National Coal Board, to present a paper on 
Financial and Accounting Problems of Nation- 
alised Industries. As well as Mr. Latham, we 
had with us Mr. L. C. Hawkins, F.s.A.a., 
and a number of other members from 
nationalised industries, se that first-hand 
information was available in response to 
questions. 

It is an occupational disease of taxation 
experts that they have difficulty in seeing 
the wood for the trees. Fortunately Mr. 
Frank Bower, c.B.£., M.A.; has escaped this 
malady, and was able to present a survey 
of the wood in a paper entitled A Perspec- 
tive of Taxation. He considered not only 
the direct taxes with which the accountant 
is familiar, but also indirect taxes and such 
items as development charges and the 
Post Office surplus, in relation to economic 
and social policy, incentives, and incidence. 

The final paper was on Machine Accounting 
Systems for the Small Concern by Mr. J. D. 
Nightingale, A.s.a.A., and Mr. N. Cassleton 
Elliott, m.a., A.c.aA. A demonstration of 
some of the machines mentioned in the 
paper was held. This was followed by a 
discussion led by the authors of the paper, 
with Mr. E. C. Uren, A.s.a.A. (representing 
a company using a mechanised accounting 
system) and a representative of a firm of 
manufacturers of the machines. The idea of 
confining the subject to machine systems 
for the small business was undoubtedly 
useful for most of the members attending 
the Course. 

We have space only for brief mention of 
other activities. Golf, tennis, squash, and 
boating facilities were available, and 
conducted tours of some of the Colleges 


were well supported. 
B. R. P. 
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OFFICE METHODS SURVEY 


Businesses to-day, from the mammoth concerns down to those of quite modest dimensions, are faced 
with the problem of attaining maximum efficiency in the administrative departments, as else. 


where, if continually rising costs are to be successfully combated. 


articles, of particular interest to the office manager and accountant, dealing with office method 
and illustrating ways of increasing efficiency. 


Procedure Records 


Many readers of ACCOUNTANCY will be familiar with the work of a research department 
or methods section ; these readers and others who are concerned with or responsible for the 
operation of clerical departments will, we think, be glad to take advantage of the experience 


gained by those working in this field. 


A PROCEDURE RECORD DESCRIBES SOME 
job or office routine which is being 
carried out, by setting out the opera- 
tions in sufficient detail to enable a full 
assessment to be made of the importance 
of and necessity for each item. In other 
words, the procedure or work to be 
done is broken down into its smallest 
components—the process of analysis ; 
it is then built up again—the process of 
synthesis—into the most efficient and 
economical system which can be devised 
for that particular purpose. It will be 
understood, therefore, that the actual 
technique used is an essential factor in 
furnishing as clear a picture as possible 
of how the job or operation is, or should 
be, functioning. The method has 
particular application where there is 
large-scale repetitive work, such as is 
found in Government Departments. 
There are, however, various techniques 
which have been developed and which 
can be adopted, and it is in selecting 
the one most suitable that guidance is 
useful. 

The Organisation and Methods 
Division of H.M. Treasury has recently 
conferred a boon on those who are faced 
with this type of problem by publishing 
a revised edition of its Procedure Records. 
It is a slim publication of only thirty- 
two foolscap pages, obtainable from 
H.M. Stationery Office at the modest 
price of 1s.6d. The arrangement of 
the matter is severely practical, there 
being no trimmings. The booklet sum- 
marises the methods of constructing 
“ procedures” which have emerged, 
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a. 


no doubt, from a prolonged period of 
observation and experiment. The 
methods described are known from 
experience to be useful and to be 
capable of practical application, and 
their adoption can be recommended to 
the accountant in industry or com- 
merce. Examples of such application 
are the clerical procedure involved in 
the control of (i) issuing stores, (ii) 
passing documents through a registry, 
or (iii) determining the routine for a 
sales ledger or other accounting depart- 
ment. ? 

Some of the advantages and other 
points which derive from the making of 
a procedure record are : 


(a) it can be ensured that all the 
operations which are considered 
necessary for successful function- 
ing are accurately and com- 
pletely recorded ; 

(6) the flow of work can be studied 
with a view to eliminating 
avoidable complications and 
bottle-necks ; 

(c) new and improved methods can 
be worked out by studying the 
existing procedure ; 

(d) the procedure can be tested for 
its adequacy from the point of 
view of internal audit ; 

(e) it will be a useful reference when 
points arise as to what the 
recognised procedure is ; 

(f) it will act as a guide for the 
training of new staff ; 

(g) its preparation may reveal that 


In this survey we preseiit fire 


what is supposed to happen and 
what is actually happening differ 
in some material respects ; 

(h) it not infrequently happens that 
departures from a routine ar 
made because, without full 
knowledge or experience, some- 
body thinks a particular detail 
is superfluous. It is a wise 
precaution not to allow this 
without careful examination; 
it may be that a vital internal 
audit safeguard would be lost ; 


(j) studying the procedure record 
will be of material assistance 
when (i) designing new forms, 
(ii) deciding on office equip- 
ment and machinery which can 
be used to advantage, and (iii) 
planning an office layout. 


The purpose of this short article is to 
interest the reader in the subject rather 
than to explain the constructive details, 
for particulars of which reference can 
be made to the publication itself. It 
should be noted that the method is not 
limited to a setting out in descriptive 
form only. Frequently a clearer picture 
of the movement of documents can be 
visualised by constructing a flow chart. 
There are several varieties of these and 
the one which is most suitable should be 
selected, but the broad principle is that 
the manner in which the documents 
flow or pass from one operation to the 
next is indicated by connecting lines 
drawn between squares, circles, 
columns, etc., which represent either 
the actual operation or the staff or 
office section concerned. Furthermore, 
by attaching conventional interpreta- 
tions to the squares, circles, columns, 
etc., to the use of symbols and to the 
manner in which the connecting lines 
are drawn, it is possible to intensify 
the amount of information which can 
be read from the chart at a glance. 
Another example of a chart is one in the 
form of a diagram. Those who are ac- 
customed to receiving the literature of 
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1 counting machine firms which show 
y he sequence by illustrations of ledger 
d yds and posting media will be familiar 
jth this form. 

Lace, In the case of the descriptive method, 
> else is aivisable that all extraneous 
it fine xplana tion and comment should be 
voided. One procedure record should 
ethods ave ove Objective only, excluding all 
cillary or other unrelated operations 
or which the particular staff might also 
en ange responsible. For example, if the 
2 differgpouting of documents for the issue and 
: otrol of stores be the procedure 
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ne are 


under review, it would be advisable 
to exclude details of operations such as 
statistical analysis and financial ac- 
counting. 

The following is a short extract to 
indicate how the duties of an order 
clerk in a purchase office can be 
expressed in descriptive form : 


1. Receive indent from distribution 
clerk. 

2. Refer to record of suppliers and, 
under instructions, select possible 
suppliers. 


‘ {if Multi-Posting Accounting Records 


detail 
L Wise 


accountant who achieves greatest efficiency is the one who manages to keep the cost of his 


“a "iartment to a minimum while still producing accurate and up-to-date records. Clerical 
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ternal 
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'Mabour is an expensive commodity. The increase in accounting work which accompanies the 
development and expansion of a business often makes it necessary to engage more staff, thereby 
ulding considerably to overhead expenses. To avoid this as far as possible, the work must be 


ny d the number of jobs requiring manual effort is kept as low as possible. 
orms, 
>quip- 
. i By GEOFFREY ROBINSON, a.c.a. 
ll 


CoNSIDER FOR A MOMENT THE BOOK- 
> is to keeping entries necessary to record a 
ather typical transaction, such as the payment 
tails, fof creditors by means of the traders’ 
> can credit system. Practically the same 
f. It information has to be written in the 
$ not ledger, in the cash book, on the credit 
ptive Jadvice slip and on the advice slip 
ture summary. There may also be a remit- 
n be ftance advice slip, to be sent direct to the 
hart. creditor. No less than four or five 
and J repetitive operations have to be carried 
d be J out consecutively and each time there 
that fis a risk of error arising. 
The solution to this problem which 
is often sought is the installation of a 
mechanised accounting system, but 
there is another means, less widely 
known and practised, at least in this 
or country. For the sake of convenience it 
may be called the multi-posting system, 
the term ‘ multi-posting” being in- 
tended to mean the manual prepara- 
the J tion of two or more accounting records 
nes § at one operation. It is a system widely 
sify f in use in many continental offices. 
anf In principle, the system requires each 
ce. § set of documents, upon which simul- 
the § taneous postings are to be made, to be 
ac- B designed so that the rulings may be 
of aligned, both vertically and _hori- 


zontally. When an original entry is 
made on the top document a carbon 
impression of the same information 
appears on each of the lower documents. 
When in operation each set of docu- 
ments is clipped to a writing base. This 
provides a proper surface to write on, 
thus ensuring clear carbon copies, and 
keeps the documents in proper align- 
ment. Commercial models are fitted 
with quick release mechanisms, for 
the quick ‘insertion and removal of 
documents, and other features which 
make for ease and simplicity of working. 

Figure 1 illustrates a set of documents 
suitable for a payroll. 

This system can be applied to almost 
every type of accounting record and the 
many advantages which it possesses 


include : 


(a) Ali the documents relating to each 

: transaction are completed at one 
time; 

(6) transcription errors are eliminated; 

(c) posting time is reduced and all the 
records are kept constantly up to 
date; 

(d) labour costs are reduced; 

(e) delays and hold-up of work are 
avoided; 

(f) accuracy is assured and time spent 


3. Approach selected suppliers (a) by 
telephone, (4) by issuing forms of 
tender. 

4. File indent in pending file. 

5. Receive verbal quotations from 
suppliers and enter in record. 

6. Receive quotations in tender form. 


. Extract indent from pending file. 


~I 


8. Pass to officer-in-charge: (a) 
indent, (6) verbal quotations in 
record form, (c) quotations in 
tender form, etc., etc. 


in checking and locating balancing 
errors is reduced; 

(g) an automatic system of internal 

check is provided. ’ 

The following outline of some typical 
routines indicates the scope of the 
system. 

SALES 


Sales ledger, day book and monthly 
statements are written up at one time. 
The day book can be on a columnar 
basis to give an analysis of sales accord- 
ing to departments or commodities. 
The monthly statements are ready for 
sending out as soon as the postings for 
the month are complete, and the usual 
bottle-neck which arises when they 
have to be written up separately is 
avoided. 


PURCHASES 


Four records are completed at one 
time, namely : 
(1) Purchases day book. 
(2) Purchases ledger. 
(3) Remittance advice statement. 
(4) Expenditure allocation slips. 
The day book can also be ruled to 
provide an analysis of purchases. 


CASH TRANSACTIONS 


The documents entered at one 
operation include : 
(a) Receipts. 
(1) Cash book. 
(2) Receipt forms. 
(3) Bank paying-in slips. 
(6) Payments 
(i) By cheque. 
(1) Cash book. 
(2) Cheque forms. 
(ii) By traders’ credit. 
(1) Cash book. 
(2) Payees’ advice slips. 
(3) Advice slip summaries. 
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If the personal ledgers are also 
posted on the multi-posting system they 
can be written up, together with the 
remittance slips, at the same time as the 
other documents. 


sTORES AND COSTING RECORDS 

The system can be adapted to enable 
the stores ledger to be posted with both 
quantities and values and, at the same 
time, for departmental or job records 
to be compiled, together with sum- 
maries of the expenditure. The totals 
of the summaries are posted to the 
nominal and departmental ledgers. 
Labour_costs, obtained from the pay- 
toll summary and time records, can 
also be posted to the cost accounts and 
summaries, thus providing a complete 
costing system with full financial control 
to ensure accuracy and agreement with 
the financial records. 


PAYROLL 
The documents required in connection 
with P.A.Y.E. payroll procedure in- 
clude: (a) payroll sheet, (b) em- 
ployees’ records of earnings and tax 
deductions under P.A.Y.E. and (c) 
employees’ advice slips, showing gross 
pay earned, deductions and net pay. 

Monthly salaries are usually paid by 
cheque or bank credits. For these 
payroll sheets and advice slips can be 
specially ruled so that the cheques, or 
bank credit advice slips arfd summaries, 
are prepared as part of the payroll. 

All these documents are produced at 
one operation from the same original 
data, eliminating form-filling and many 
other unnecessary operations. 


SPEED OF OPERATION 

The time taken to operate this system, 
as compared with the method of making 
each entry separately, is reduced in 
proportion to the number of entries 
made at one operation. As all the 
documents are to hand there must also 
be taken into account the saving of 
time taken to fetch and carry the 
various books. 


SELF-BALANCING 
Each set of records can be balanced 
separately, if desired, immediately on 
completion of a series of postings. In 
each instance, a pre-determined total of 
the amounts shown on the prime posting 
data can be compared with the totals 
of the actual postings made. Balances 
on ledger accounts can be proved by 


adding to or deducting from the total 
of the opening balances the pre- 
determined total of the postings to be 
made and agreeing the resultant figure 
with the total of the new balances 
struck. . 
INSTALLATION 

The system is simple to instal, since 
modification of existing procedures is 
only necessary to the extent that it is 
possible to eliminate those operations 
which are to be combined with other 
operations. 

To prepare for installation a survey 
is made of all the accounting procedures 
undertaken in the department, group- 
ing them according to multi-posting 
and inter-related principles. The docu- 
ments forming the prime sources of 
information, for example, clock cards, 
purchase invoices, copies of sales in- 
voices, stores requisitions, etc., are 
routed so as to reach the clerks respon- 
sible for posting. Completion of the 
posting operation simultaneously pro- 
vides all the records required, and the 
original data can be filed and the 
completed records inserted in trays or 
binders. 

The simplicity of the system means 
that there can be no risk in applying it 
to the whole of the department at once. 
Teething troubles, if they arise, can be 
overcome immediately and the clerks 
require only a few minutes’ instruction 
in the operation of the system. The 
operational procedure is exactly the 
same for each series of transactions, so 
that clerks can be transferred from one 
job to another at any time. This is 
particularly useful in the event of 
absences of staff due to holidays, sick- 
ness or other causes. Even if it is 
necessary to obtain the help of tem- 
porary staff who have never before 
handled the system they can operate it 
almost on sight. 


EQUIPMENT REQUIRED 
The equipment required consists of a 
writing base, posting trays for the 
ledger or payroll cards, binders and 
special carbon paper. The initial cost 
is low and, due to the absence of com- 
plicated mechanism, maintenance costs 
are negligible. This factor is very 
important, especially when compared 
with a machine accounting system with 
its high initial cost, maintenance 
charges, and the need for specially 
trained staff, including relief operators. 


Work can, if desired, be split among 
several clerks, provided the necessary 
number of writing bases are available. 
Changes in organisation and increases 
or decreases in the number and type of 
records to be kept can be effected at 
will and incur no extra expense. 

An advantage which the multi- 
posting system possesses over the 
machine is that the operator can com- 
plete the entries direct from the original 
data without the necessity of “ stuffing ” 
ledgers or coding the transactions to 
accord with the limited number of 
narratives which can be made by some 
types of accounting machines. 

It will be seen that quite simple 
means can enable the efficiency 
of the accounts department to be 
increased by the elimination of the vast 
amount of routine work previously done 
by clerical labour. 


Office Planning 

The Office Management Association has 
published a report* of the papers and 
discussions at its conference held last May 
on “ Office Methods—How they can be 
Planned, Improved and Introduced.” 

Papers are reproduced on “‘ The Approach 
of T.W.I. Methods ” (“* T.W.I.” stands for 
“Training Within Industry”); ‘“ The 
Approach of the Specialist in Industry ” 
(“ specialist ’’ here means the full-time 
planner of office methods); ‘“ The 
Approach of O. and M. in the Civil Ser- 
vice ” (“‘ O. and M.” is short for “‘ Organisa- 
tion and Method ”) ; “ What the Manage- 
ment Executive Requires of the Organisation 
and Method Service”; ‘“‘ How the Internal 
Organisation and Method Service Oper- 
ates’; and “‘ What the Outside Consultant 
has to Offer.” There is much useful reading 
in all these papers. The discussion, however, 
appears to have concentrated upon the 
question, surely quite incapable of an 
answer both precise and general: “‘ What 
size should the office be if T.W.I., or an 
internal O. and M. section, or the outside 
consultant, is to be the correct method of 
planning its system?” Mr. J. R. M. 
Simmons, the president of the association, 
seemed to make the only possible reply 
when he said that while all methods can 
play their part, according to the type of 
change being undertaken, the O. and M. 
specialist and the outside consultant deal 
intermittently with long-term policy, but 
T.W.I. job methods are admirable for con- 
tinuous planning of numerous compara- 
tively minor changes. 


* Office Methods. Published by the Office 
Management Association, Management House, 
8 Hill Street, London, W.1. Price 5s. net. 
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The Use of Colour in the Practice 


By ANCRUM F. EVANS, a.c.a. 


THIS PAPER WAS ORIGINALLY WRITTEN 
for the information of the writer’s 
office staff, being subsequently revised 
for issue with the “‘ Work State” 
board (described in Part II below). 


PART I 


The use of colour often assists the 
work in hand. Colour is used in many 
walks of life to assist, people in the quick 
and early recognition of goods and 
things. Examples of this can be found 
in such diverse places as the Under- 
ground route diagrams and identifica- 
tion markings on ammunition, 

Before a colour code can be allocated, 
the work must be divided into well- 
defined and easily recognisable groups. 
This is best done by considering what 
paper is created in an accountant’s 
office. This consists of account or audit 
schedules, with perhaps vouchers or 
similar documents, on the one hand, 
and on the other hand, letters. As 
letters are in more frequent use, it is 
worth dividing them further into 
clients’ letters, tax letters and 1ecters to 
and from third parties. 

Groups can therefore be colour 
coded as follows : 


CLIENT rT .. Rep 
Tax (Inland Revenue) BLvE 
Tuirp PARTIES GREEN 
Accounts—AuDIT 

ScHEDULES BuFF 


Colour Code Applied to Filing 


Filing is normally done on a client 
basis. The common denominator for 
all jobs is correspondence with the 
client. Such letters will be filed on a 
Rep file in accordance with the code. 
If this one file is judged to be sufficient 
for the client concerned it is unnecessary 
to open further files and all papers of 
all kinds will go on the one Rep file. 

However, if there are any working 
papers, it is usually desirable to file them 
separately. Frequently they are too 
bulky for a normal Burr letter file, and 
some kind of a pouch or box will have 
to be opened. 

In a similar manner, Biuez and 
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GreEEN files can be opened where it 
becomes desirable to divert some of the 
correspondence from the client’s Rep 
file. Where the correspondence is 
large, it is easy to have more than one 
additional file of each colour: for 
instance, tax might be subdivided into 
Schedules A and D. 


Colour Code Applied to File Storage 


It may be found that with several 
people handling the files it is difficult 
for any one individual to know what 
files there are on any particular job : 
this is especially the case if files are kept 
in more than one place, which usually 
happens where there are bulky working 
papers. 

This difficulty is overcome by sticking 
small coloured labels to each Rep file 
concerned, thus indicating what files 
are in existence for that particular 
client. Where several tax files have 
been opened there will be the same 
number of Buus labels. It helps in these 
cases if a brief note of the contents is 
made on each label. 

Suitable small coloured labels of 
circular shape can be purchased at the 
stationer’s. 


PART II 


Keeping in Touch 

Practitioners may have difficulty in 
keeping in touch with the various jobs 
which are in progress. Except perhaps 
in the larger firms, this difficulty does 
not extend to work on which the prac- 
titioner and his staff are actually 
engaged ; but it does extend to all those 
matters which are held up waiting for 
someone to do something, matters 
awaiting reply from the client, the 
Inland Revenue, or someone else, even 
matters awaiting a certain date or the 
completion of present work. 

Where there are only a few jobs to be 
watched by one person it can easily be 
done by a list which can be prepared 
periodically ; however, this becomes 
cumbersome when there is a larger 
amount of work to watch. Frequently, 


then, the practitioner will tediously try 
to maintain a card index of uncom. 
pleted matters, or possibly he inay rely 
on a periodical examination of his file, 
Failure to do this often means tha 
through lack of reminders work is much 
delayed or, worse still, overlooked. 

The conclusion reached is that some 
kind of a board, where the whok 
position can be seen at a giance, js 
desirable. Such a board might be 
called the “‘ Work State.” 


A Work State Board 


Briefly, a Work State consists of a 
board on which the names of the jobs 
can be written with a series of holes 
against each name. The position of the 
hole, assisted by coloured strips painted 
down the board, indicates -the type of 
work which each hole _ represents, 
Appropriately coloured pegs indicate 
whose action is awaited. Vacant holes 
are ignored. 

In detail, a typical design is as 
follows : 

A white rhodoid strip runs down the 
left-hand side of the board. Across the 
remainder are sets of nine holes, each 
set being in two rows, five holes in the 
lower row and four in the upper row, 
spaced between the five lower holes. 
Coloured strips are painted on the 
board, thus dividing each set of nine 
holes into three groups of three holes. 
The colours are, from left to right, 
Burr, Green and Brus. Thus the 
GreEN holes are in the shape of a V, 
the others an inverted V. 


DIAGRAM 
WHITE : * ad 
RHODO!D 
Colour Code Applied to the Holes 


The coloured background indicates 
the general subject matter which the 
hole represents, and the different holes 
within each colour group can be 
allotted a further meaning. 

The holes can be coded as follows 


GRE! 


BLUI 
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Colour Code Applied to the Pegs 

The pegs can now be considered. 
Firstly, there are certain colours which 
already have a definite significance : 
these are : 


Rep awaiting Client. 
BLUE awaiting Inland Revenue. 
GREEN’ awaiting Third Party. 


Where the work is waiting for a 
particular future date, Rep might be 
used as the position is really the same 
as waiting for the client. 

However, we need to have a peg 
colour to represent the work awaiting 
the attention of the office. Further, in 
a large office, it would be advantageous 
to have a colour representing work 
actually in progress ; such pegs might 
have a number on them to indicate the 
name of the clerk. On the other hand, 
in most offices it will be just as useful 
and less bother if this state of affairs 
could be regarded as being the same as 
** awaiting the attention of the office.” 


Machines for the Office 


isly ty purr Audit and Accounts. 
com. Upp-r Audit. 
nbs Lower Left Accounts up to final- 
' i ised typing. 
ana Right Accounts after final- 
ised typing (to 

_— include various sig- 
whale natures and agree- 
Ce, i ment with Inland 
ht be Revenue). 

GREEN Miscellaneous. 

Upper both Spare. 

Lower Company secretarial 
ds work, e.g., Annual 
e jobs return. 
holes # Buve Tax. 
of the Upper Spare—Maintenance 
rege claims, etc. 

i Lower Left Income tax returns 
Scots and assessments. 
holes Right Sur-tax returns and 
assessments — or 
ism profits tax. 
n the 
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each 
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row, 
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The third of the highly successful Business Efficiency Exhibitions organised by the Office 
Appliance Trades Association was held in the City Hall, Manchester, from September 6 to 16. 
Mr. C. Yates Lloyd, F.S.A.A., has supplied us with this report on the exhibition. The note 
on page 305 of our last issue, announcing that the exhibition was to be held, also gave some 


Readers may also be referred to the useful ‘‘ Survey of the Office Equipment Industry in 
Britain,” published by ‘‘ The Times” during the exhibition, at the price of 1s. net. This 
survey contains numerous articles on the various types of office machinery and equipment and 
on the training of operatives, together with a directory of manufacturers. 


A visit TO THE EXCELLENTLY STAGED 
Business Efficiency Exhibition in Man- 
chester showed at once that generally 
speaking it was a transfer from London 
of the greater part of the Exhibition 
staged last year at Olympia, but with 
further improvements in design and 
speed of machine output. 

The famous accountancy calculating 
machine people, such as Burroughs, 
Hollerith, National and Powers-Samas 
are continually thinking of methods of 
improving and better tabulation seems 
to be the keynote. A very recent im- 
provement in the Powers-Samas punch 
card system is a new machine with 
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By C. YATES LLOYD, F-.s.a.a. 


40 column tabulation passing 40,000 
cards per hour against 24,000 per hour 
passed by the earlier model. 

The cost of installing machine ac- 
counting will be rapidly repaid pro- 
vided that the system adopted is suitable 
in size and method to the organisation. 
The exhibits were staged im such a 
manner that the value of the various 
systems could be compared and the 
right one selected. 

It was heartening to find visual 
evidence in this first substantial post- 
war exhibition in the provinces of 
the great increase in the manufacture 
in this country of all types of office 


Depending on the way in which 
individual offices are organised, it might 
be useful to have a colour to represent 
** work complete—render account.” 

The additional colours can therefore 
be : 


BLack awaiting office (or actu- 
ally in hand). 
PurPLE complete — render ac- 


count. 


In hand are a number of colours 
which can be used as and when a need 
arises ; for instance, there is often a 
typing bottleneck and it might be 
desired to have a colour to indicate 
** awaiting typing.” A point to remem- 
ber when allocating spare colours is 
that for only certain of them will files 
be readily available. Such colours 
should therefore be kept for occasions 
where files are needed for the same 
subject. 


(Copyright reserved for the author.) 


machinery and appliances. (See 
Accountancy, September, page 305 
for the figures.) Quietness and ease of 
operation are probably the outstanding 
features of the post-war machines. 
Interchangeability of machines between 
their various functions is also a con- 
spicuous improvement. 

One felt, however, that the delay 
in delivery of all of the larger and more 
important machines did represent a 
serious factor, particularly as the labour 
position is likely to become more 
difficult. 

A three-hour examination indicated 
that the only entirely new office appliance 
was the Copy-Cat photographic duplica- 
tion machine. While one felt that 
improvement could still be made in the 
method of handling the negative and 
the positive, and while the use of 
the system in the accounting profession 
is doubtful, to a large legal firm and to 
engineers it would probably be inval- 
uable. This appeared to be a machine 
whose cost is within the province even 
of the smaller firm, provided frequent 
use were made of it. 

Typewriters show considerable im- 
provement. But one feels the need of 
more distinct types in typewriters, with 
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more determined variation—the pres- 
ent-day sterotyped form is a little too 
prevalent. The new Remington-Rand 
machine was better than the old in 
quietness, layout and type. Reming- 
ton-Rand also staged an interesting 
exhibit illustrating life in an office 
7o years ago which made obvious 
how far “ streamline ” has progressed— 
and how much faster office life is to-day. 

The Dictaphone instruments have 
reached a very high standard, particu- 
larly in appearance and clarity of 
diction. The record of telephonic 
conversation was excellent in repro- 
duction, but could be a source of em- 
barrassment if used injudiciously. The 
‘next step, it is to be hoped, is a machine 
that can transcribe dictation into 
typewriter form, with a copy ; such a 
machine would be of inestimable 
benefit to commerce and the professions. 

Chubb safes still appear to hold pride 
of place, and again the modernistic 
appearance helps to blend with the 


modern type of office furniture shown 
by Tan-Sad and Sankey-Sheldon. 

The new postal franking machine, 
designed for the small business or local 
branch office of the larger undertaking, 
is very useful, irrespective of the size 
of the firm. It prints every denomina- 
tion of postage from 4d. to 64d., the 
present registered postage rate, and 
can be set by the G.P.O. for as little 
as £2 1s. 8d. (1,000 }d.s). It weighs 
less than a standard typewriter and is 
just as portable as a portable. There is in 
comparison a giant which can frank for 
719 different denominations of postage, 
and can print slogans at the same time. 

There were one or two good exhibits 
of improved carbons, typewriter ribbons 
and stationery. It was pleasing to 
notice the consideration being given to 
comfort and correct position at mach- 
ines of every description. One wondered 
how long it would be before the auto- 
matic afternoon tea provider would 
make its appearance ! 


Slashing Office Costs 


A TRENCHANT ARTICLE IN The Director 
for August, 1950—to which we make our 
acknowledgments—gives, in vigorous 
and persuasive style, some useful sug- 
gestions on how office costs can be cut 
without far-reaching research and 
within the ambit of simple common 
sense. The facile and erroneous assump- 
tion from which the article starts, that 
the increase in the number of office 
workers proves their inefficiency, and 
the extravagant claim that office 
workers outnumber “ direct ” workers 
by two to one—for which there appears 
to be no statistical evidence whatsoever 
—-should not be allowed to detract from 
the value of the practical suggestions 
made. 

“To decide the proper use of office 
machines,” it is stated—and for our 
part we wholeheartedly concur— 
“needs intricate study when so few 
people have ever costed office processes. 

Mechanisation is not the easy 
answer to the office problem. Doubtless 
more machines should be used, but far 
too many offices could do the work with 
less labour and more cheaply without 
the machines they have bought. Their 
novelty is no substitute for the good 
planning of office work.”’ It is salutary 
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to read this onslaught on the fetish of 
office mechanisation. Properly used, 
machines can decimate office costs ; 
installed for their own sake they are 
simply an expensive amusement. Super- 
fluous equipment is aot always of the 
elaborate kind—for example, there are 
far too many badly-fitted and badly- 
used filing cabinets. 

However, there will probably be 
fairly general agreement with the 
assertion that the dictating machine is 
not so commonly used as it should be, 
and also with the significant reason 
given, “ chiefly because of the lack of 
training and personal discipline of its 
users.” ; 

“A study of the wastepaper baskets 
in any office is revealing. Any person 
responsible might begin his study in 
this way. Might one guess the loss 
revealed in time and materials at 1os. 
per average wastepaper basket per 
day?” 

The article makes the criticism that 
not even all the largest businesses have 
a full-time man, whose job is to study 
office techniques, office times and office 
machines. ‘‘ Hard-pressed and able 
company secretaries, accountants and 
sales managers buy office labour and 


Stolzenberg Patent File had an excellen, 
display of equipment suitable for correc; 
filing and recording systems {or large 
and small concerns. Everything wa; 
provided to reduce the errors caused 
by;the human element to the minimum, 

The importance given to stock 
records will be appreciated wher 
it is realised that twenty-six exhibitor 
had available cards and _loose-leaf 
records. 

Duplicators which need no inking 
and others with mechanical improve. 
ments gave further proof of manufac. 
turers’ unwillingness to remain satisfied 
with any particular machine. Improve. 
ment is being sought continuously and 
no matter how soon another exhibition 
is staged it is certain that further 
improvements will be available. 

The Office Appliances Trades As. 
sociation must be congratulated upon 
this exhibition. The quietness and ease 
with which the exhibits could be in- 
spected was quite exceptional. 


machines without other than native wit 
(for which, nevertheless, there is much 
to be said) to guide them. To appoint 
a man to do such a job for two or three 
years may prove the most useful step 
in his career and for his company.” 
(But this comment seems to us to 
discount unduly the part which must 
be played in any well-planned system 
of mechanisation, at least in the 
accounting sections of the office, by the 
qualified accountant—if necessary in 
consultation with the full - time 
specialist.) 

A plea is entered for more time- 
measurement in the office. Standards 
should be fixed for the number of 
six-inch lines of typing per hour (“if 
it is not 240, why not?”’) ; for the 
filing of letters (“‘ 300 per day, including 
the finding of filed correspondence ? ”) ; 
the handling of pocket folders (1,200 
per day is suggested) ; the filing and re- 
filing of card records (3,000 per day). 
“To overdo time-measurement might 
be bad. Never to do it is ridiculous.” 

Far more internal memoranda and 
brief internal replies should be hand- 
written, rather than typed. Replies can 
frequently be written_.upon the reader's 
letter, with advantage to both parties. 
For many letters no carbon is really 
necessary. 
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Financial and Accounting Problems 
of Nationalised Industries* 


I. INTRODUCTION 


Main Features of Nationalised Industries 


BEFORE EXAMINING SOME OF THE FINANCIAL AND ACCOUNTING 
problems of nationalised industries it is useful to consider 
the main features of these organisations. 

The first-is that the industries are owned by public 
authorities and are operated in the national interest, the 
Government having the power to give directions on matters 
affecting the national interest. Industrial concerns in 
private hands seek profitable fields of enterprise; there are 
many instances in which such concerns have regard to the 
public interest, but as a general rule their main interest is in 
producing articles or providing services which will yield 
profits, and they are free to abandon unprofitable lines and 
take up others. The function of a nationalised industry, 
on the other hand, is to meet the nation’s requirements for 
defined goods or services, and its task is to meet the need in 
the most efficient and economic way. 

Perhaps the second main feature is that most of the 
nationalised industries operate monopolies, but in some 
cases the monopoly is by no means complete; for éxkample, 
the National Coal Board have to compete in export markets 
and even in the inland market are subject to competition 
from other forms of power, light and heat. Of their com- 
petitors, gas and electricity are now nationalised, but oil is 
in the hands of private enterprise; the extent of the com- 


forms of energy remains to be seen. Furthermore the 
National Coal Board, in common with some other national- 
ised industries, operates ancillary activities (for example, 
brickworks) in competitive fields, and the results provide 
some measure of comparative efficiency. 

The third significant feature I should like to stress is the 
size of most of the nationalised industries, particularly 
because in public discussion of their organisation and policy 
there is a tendency to put insufficient emphasis on the 
problems which result from size alone. Such companies as 
L.C.1. and Unilever and their counterparts in other coun- 
tries find themselves faced with serious problems as a result 
of the scale of their operations. 

It is therefore important when discussing financial and 
other problems of nationalised industries to have constantly 
in mind their ownership by the State, their operation in the 
national interest, their monopoly position and the magni- 
| tude of their operations. 

Ishall draw my detailed examples from the National Coal 
Board (N.C.B.), the only nationalised industry of which I 
have special knowledge. Reference will also be made to the 
published reports and accounts of the British Electricity 


m——__ 


* A paper given at the Incorporated Accountants’ Course, Balliol 
College, Oxford, on September 18, 1950. 
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petition in years to come from atomic power or other new- 


Authority (B.E.A.), the British Transport Commission 
(B.T.C.) and the London Passenger Transport Board 
(L.P.T.B.). 


The National Coal Board 

It may be useful if at this stage I describe briefly the 
properties and operations of the N.C.B. 

The Board employ about 750,000 people, and their 
activities are carried on in many parts of England, Wales 
and Scotland. The main coalfields will be well known to 
you and most of the Board’s activities are concentrated in 
them. The Board actually operate nearly a thousand 
collieries and issue licences for the opetation of about 500 
small collieries; these small collieries also are owned by the 
Board, who have certain responsibilities for them. In 
addition to the collieries the Board operate about fifty 
different kinds of ancillary activities. Their coke ovens 
produce over two-fifths of the country’s hard coke, and they 
have extensive by-product plants and works for the manu- 
facture of briquettes and other patent fuels. They operate 
more than eighty brickworks and pipeworks. Their trans- 
port activities are substantial, including thousands of miles 
of internal railways, extensive road transport organisations, 
canal transport and shipping wharves. They own over 
200,000 acres of land and 140,000 houses and have many 
miscellaneous assets. 

Parliament placed the responsibility for carrying on the 
coal industry in Great Britain firmly on the shoulders of the 
N.C.B.; there is no reference to divisions or areas in the Coal 
Industry Nationalisation Act. This contrasts with the 
arrangements in some other nationalised industries; for 
example, in the cases of gas and electricity, Parliament 
made provision for the appointment of Area Boards, and 
in the case of transport for a mumber of Executives (for 
example, the Railway Executive) to act as the Transport 
Commission’s agents. The N.C.B. were left free to design 
their own organisational structure. The Board grouped the 
various coalfields into convenient divisions; there are now 
nine divisions, which range in size from North-Eastern, 
which has the largest output and comprises all the York- 
shire collieries, to South-Eastern, covering the small and 
isolated Kent coalfield, which at present has only four 
collieries. It was decided that except for South-Eastern the 
divisions were too big to constituté operating units, and they 
have been subdivided imto areas. There are 46 areas 
altogether; in some cases an area consists of a separate coal- 
field, as in the West Midlands Division, which has four areas 
covering respectively the North Staffordshire, South Staf- 
fordshire and Shropshire, Cannock Chase and Warwick 
coalfields. In other cases, as in the North-Eastern Division, 
a single large coalfield has had to be divided into areas in 
the most convenient way for éfficient management. 
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Each area is, of course, a very large industrial organisa- 
tion with a capital approaching £10 million and an annual 
turnover of about the same amount and employing up to 
20,000 people. The area is controlled by an area general 
manager, who is assisted by officials responsible to him for 
production, labour, marketing, finance and other functions. 
An area may have as many as 50 collieries and there is 
generally some form of intermediate organisation between 
the collieries and the area, so that except in the smaller 
areas the colliery managers are supervised by agents or 
sub-area managers, who in turn report to the area general 
manager. 

The divisional boards co-ordinate and supervise the 
working of the areas and deal with matters which can best 
be handled on a divisional basis. They in turn are respons- 
ible to the National Board. 

I must stress that the Board’s organisation is decentralised, 
because this profoundly influences a good deal of what I 
shall say about financial and accounting problems. The 
management unit is the area, and the only important 
exception to the organisation of the Board on an area basis 
is in marketing, which although it had to be organised 
initially on an area basis is now in most cases being estab- 
lished on a divisional basis. The reason for this is clear ; 
in such coalfields as Northumberland and Durham, for 
example, a large proportion of the coal is transferred by 
sea either to London and other British ports or to foreign 
countries, and this trade can best be planned and operated 
for the coalfield as a whole. Similarly a number of areas 
in a division may be supplying the same inland market 
and the division of the coalfield into areas for production 
purposes has little relevance to the direction and control 
of supplies to the market. 

So much for the Board’s affairs generally and their broad 
organisational structure. I am, of course, giving you my 
own views in this paper, and they are not necessarily shared 
or approved by the Board. 


Il. ACCOUNTING—INITIAL PROBLEMS 


Every large public corporation faces an immense task when 
it first takes over responsibility for an industry and as from 
a fixed date has to ensure that adequate accounting 
arrangements are in force throughout the industry. You 
will readily see that the problems are different where whole 
undertakings are taken over (as is generally the case) from 
those which arise when specified assets belonging to com- 
panies are transferred to the new authority, the companies 
themselves remaining in existence as separate entities 
and retaining their staff (or some of them) and their books 
of account. 


The London Passenger Transport Board 


The fixed assets which vest in public corporations have not 
usually been specifically valued for the purpose of deter- 
mining the consideration to be paid for them. This applies 
particularly where the compensation is settled by reference 
to net maintainable revenue or to the market values of 
stocks and shares. Where this has happened one of the 
many difficult and interesting questions which have to be 
solved is the basis upon which values should be attributed 


358 


_ assets and liabilities of the companies vested in the B.E.A. 


to the transferred assets in the books of the acquiring 
corporation. The solution to this problem can aflect no; 
only the amounts entered in the asset or capital accouny 
but also the amounts which will be charged in the corpora. 
tion’s accounts as provisions for depreciation, and therefor 
the amounts shown in the annual accounts as available ne 
revenue. 

The London Passenger Transport Board, which wa 
formed on July 1, 1933, for the acquisition of al! public 
transport undertakings in the London area other than those 
owned by the main-line railway companies, was one of the 
undertakings faced with this problem. The first annual 
report of the Board stated that, in the case of assets for which 
future renewal provisions were not to be set aside, regard 
had been had, in opening the capital account of the Board, 
to the values at which those assets stood in the accounts of 
the transferred undertakings, but that a different principle 
was followed in respect of assets which were to be the subject 
of future renewal provisions. These “ wasting ”’ assets were 
entered in the capital account of the Board at their esti. 
mated cost of replacement at the date of transfer, with 
deductions for depreciation relating to the period prior to 
acquisition. The amount by which the consideration paid 
for transferred assets exceeded their aggregate net book 
value was entered in the accounts as “ balance of con- 
sideration for undertakings transferred or acquired.” 

It therefore seems clear that the London Passenger 
Transport Board brought all transferred and acquired 
assets, for which renewal or depreciation provisions were in 
future tq be set aside, to a common price level, namely, their 
replacement value at the time they were acquired, and 
presumably all future depreciation charges were then 
calculated on these adjusted book values. 


The British Electricity Authority 

There vested in the B.E.A. (and the Area Boards which in 
this paper I am regarding as part of the Authority) assets 
and liabilities of the Central Electricity Board and about 
550 other undertakings, of which about two-thirds were 
local authorities and one-third were companies. All the 


and compensation to shareholders and others was based on 
the market values of their securities; in the cases of a few 
companies the whole undertaking did not vest and special 
arrangements were made. For local authorities it was 
necessary to separate the electricity undertaking from their 
other properties, and the compensation payable by the 
B.E.A. consisted of the obligation to pay the amounts 
required periodically to satisfy the interest and redemption 
charges on the outstanding loans raised or internal advances 
made for the purpose of financing the electricity under- 
takings. 

Thus many of the undertakings acquired by the B.E.A. 
(for example, the Central Electricity Board and most of 
the companies) were taken over as complete units and their 
functions could be continued on the same basis (and gener- 
ally by the same staffs) as before. But special transitional 
financial and accounting arrangements had to be made for 
most local authority undertakings until new arrangements 
could be organised. 

The basis on which the transferred fixed assets should be 
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brought into the account of the B.E.A. presents a major 
problem. The basis of compensation cost was rejected 
because of the different methods of compensation applied to 
the various categories of undertakings transferred and 
because it would have required a complicated process 
involving arbitrary assumptions. The basis of original cost 
less depreciation would have presented insuperable difficul- 
ties. The basis of valuation was regarded as impracticable 
because of the immense labour it would have involved. It 
was therefore decided to adopt net book values of the 
former undertakings, combined with the elimination of dis- 
carded and intangible assets. On this basis the B.E.A.’s 
opening values of fixed assets amounted to £459 million, 
which compared with compensation payable of £523 mil- 
lion, leaving a balance of £64 million. The B.E.A. 
described this balance as the “ balance of consideration for 
the undertakings transferred,”’ and stated that it derives 
largely from the adoption of conservative accounting treat- 
ment; they expressed themselves as satisfied that ‘‘ this 
marginal difference is covered by valid assets.” 

It is not difficult to envisage the great extent and com- 
plexity of the B.E.A.’s initial accounting problems, and the 
Authority said in their report to March 31, 1949, that “ the 
work of translating the accounting records of some 550 
separate undertakers into the books of the Central Authority 
and the Area Boards has presented a problem of excep- 
tional magnitude and fascinating interest.” 


The British Transport Commission 


There vested in the B.T.C. the undertakings of the four 
large railway companies and a number of small ones, the 
London Passenger Transport Board and the canal com- 
panies. The Commission also acquired the main-line rail- 
way wagons formerly in private ownership. This broad 
summary gives little indication of the extent and com- 
plexity of the Commission’s interests; their balance sheet as 
at December 31, 1948, showed total assets of £1,650 million, 
and they listed interests in over 40 non-controlled under- 
takings (mainly bus and coach companies) and several 
hundred subsidiary companies (mainly road transport). 

Most of the undertakings vested in the Commission as 
complete units and their functions could be continued on 
the same basis (and with the same staffs) as before. 

As in the case of the B.E.A., the basis on which the trans- 
ferred fixed assets should be brought into the accounts of 
the Commission presented a major problem. The Com- 
mission dealt with the fixed assets in two categories; the 
first comprising the rolling stock, vehicles, ships, vessels and 
plant and equipment, and the second comprising land, 
buildings, permanent way, docks, canals and other works. 
The first category (rolling stock, etc.), were taken at 
original cost to the vested undertakings, except that road 
vehicles, buses and coaches were taken at gross replacement 
value at the vesting day (in order to show them on a basis 
comparable with the extensive fleets of road vehicles to be 
acquired on the same basis less depreciation) and privately 
owned railway wagons at gross replacement value at the 
vesting day. Depreciation deemed to have accrued to 
the vesting day was deducted in all cases. The second 
category (land, buildings, permanent way, etc.), which are 
dealt with on a renewals basis, were brought into account 
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at the amounts standing in the books of the vested under- 
takings. 

The Commission’s adjustments increased the former book 
values of fixed assets by £75 million; in addition there were 
surpluses of £173 million on the substitution of British 
Transport capital stocks for stocks of vested undertakings, 
of £33 million on the reassessment of book values of net 
current assets (including adjustments of taxation liabilities) 
and of £15 million representing reserves and revenue 
account balances of vested undertakings. These credits 
totalled £296 million. On the other hand provision was 
made for pre-vesting actuarial deficiencies of guaranteed 
superannuation funds of £107 million, other additional 
provisions of £6 million were made and intangible assets of 
£18 million were written off. These debits totalled £131 
million, and there was thus a net surplus of £165 million 
on the adjustments made to the closing balances in the 
books of the vested undertakings. The Commission have 
carried this balance to “ assets displacement account ”’ and 
deducted it from the book value of land, buildings, per- 
manent way, etc. 


National Coal Board 


The initial problems of the N.C.B. were different from those 
of the B.E.A. and B.T.C. It was apparently thought by the 
Government that the integration of the coal industry with 
other industries, particularly with iron and steel, rendered 
it impossible for the new Coal Board to acquire existing 
undertakings as going concerns. The Coal Industry 
Nationalisation Act defined the types of assets which were 
to vest in the Board, some compulsorily and some by the 
exercise of options, and (broadly) left to the former concerns 
their current assets and liabilities and their fixed assets not 
required for the operation of the coal industry. 

The compensation for the collieries payable by the 
Board (although financed initially by the Government) was 
fixed by an independent tribunal at £165 million; this sum 
has not yet been allocated to the various colliery concerns. 
The minerals formerly owned by the Coal Commission cost 
the Board £78 million. Most of the other properties which 
vested in the Board have not yet been valued by the 
valuation boards. Thus the Board’s opening accounting 
entries for fixed assets are still incomplete, three and a half 
years after most of the assets vested; depreciation provi- 
sions have to be based on the best estimates which can be 
made of the compensation which will be payable. 

Most of the assets vested in the Board on January 1, 1947, 
and immediately before then the industry had been in the 
hands of about 800 different concerns, each with its own 
accounting system and records. Right up to the vesting day 
the staffs of the colliery concerns were fully employed in 
their day-to-day duties and could not enter into the Board’s 
service to carry out the preliminary work of organisation. 
Moreover the procedure adopted under the Act for deter- 
mining the assets which would vest in the Board and for 
settling the amounts of compensation to be paid for them 
resulted in a large proportion of the senior financial staff of 
the colliery companies remaining with them and not 
entering the Board’s service at all. 

Thus although the Board did not have similar problems 
to those of the B.E.A. and B.T.C. in linking up the accounts 
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of the former owners with their own, they had their own 
initial problems, and in particular had the immense task 
of ensuring that completely new accounting arrangements 
were effective throughout the industry on the vesting day. 
Moreover the provisions of the Act were such that they did 
not know (on the vesting day) exactly what had vested or 
might vest subsequently by the exercise of options; they had 
not received from the former owners the inventories of 
stocks which had vested and for which the Board were 
responsible and which they were using; they did not know 
what they were to pay for many of the fixed assets which 
had vested—and still do not know some three and a half 
years later. 

The decision that the assets should vest in the Coal 
Board on January 1, 1947, was taken at short notice, and it 
was clearly impossible to devise and bring into operation 
everywhere on the vesting date completely new accounting 
systems which would take account of the diverse conditions 
throughout the industry. It was therefore decided that 
generally the systems used by the old companies should 
continue to operate temporarily, but they should be 
adapted so as to provide specified basic information; those 
responsible at all the units were told what information 
they would have to provide and were left to adapt the old 
systems accordingly, retaining systems of internal check and 
all necessary records of transactions. There had, of course, 
to be new sets of books. Cash for current requirements 
had to be made available throughout the country and con- 
tinuity of receipts and payments ensured. 

I do not need to stress the immensity of the task of taking 
over simultaneously in this way, and at short notice, the 
accounts of 800 different concerns with widely varying 
systems. However the change was achieved without 
disaster, and attention could then be concentrated on the 
improvements which seemed desirable. 


Ill. ACCOUNTING—-GENERAL 


I do not think the accounting problems of nationalised 
industries differ materially from those of other large indus- 
trial concerns. Relatively little has been published, how- 
ever, about the detailed accounting of large-scale industry, 
and it may be of interest to describe the N.C.B.’s arrange- 
ments. 

I think it is fair to say that the standard of accounting in 
the coal industry had not been particularly high. There 


. were notable exceptions, but in most cases companies had 


hardly kept pace with the developments in industrial 
accountancy of the last 20 or 30 years. In some concerns 
accounting was weak not only in itself but because many 
collieries lacked the basic requirements on which, for 
example, stores accounting must be based, such as adequate 
buildings to house the stores and effective control of 
receipts and issues. 

Thus the Board had to raise the general standard of 
accounting in the industry at the same time as they were 
replacing the temporary unit accounts, based on the former 
organisation of the industry in separate concerns, by new 
accounting arrangements related to the Board’s areas. 

The first important accounting decision to be taken was 
the extent to which uniformity should be imposed on all 
the areas and divisions in accounting matters. Clearly the 
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obligation to prepare and present to Parliament one set of 
accounts for the whole of the Board’s activities meant that 
there must be absolute uniformity in the classification of 
accounts and activities. Before the vesting day schedules of 
the classifications determined by the Board were in the 
hands of all concerned, and since then complete coding 
arrangements have been introduced, so that by a code 
reference every transaction can be readily classified as to 
the nature of the income or expenditure, the unit and type 
of activity concerned, and the area and division. 

The basic accounting control is obtained by means of a 
control ledger which must be maintained in standard form 
at every accounting unit; in practice this means at head. 
quarters and at divisional and area offices. The control 
ledger contains the following accounts as they are sum- 


marised in the monthly trial balance : 


Income : 


I. 


OY pw nw 


~s 


E. 


- 


Sy AMP Yw wm 


Ke) 


24. 
25. 


Gross sales and earnings ; 


. Rents receivable ; 


Cash discounts on purchases ; 
Other income included in cost ledger ; 


. Royalties from licensed mines ; 
. Interest receivable ; 

. Other income excluded from cost ledger. 
spenditure : 


Delivery expenses ; 
Purchases for resale ; 
Wages ; 


. Holiday pay ; 


Travelling allowances ; 
Mining contract work ; 
Supplementary injuries scheme ; 


. National Insurance ; 

. Raw materials and general stores ; 
. Power, heat and light ; 

. Repairs and renewals ; 

. Surface damage ; 

. Wagon charges ; 

. Salaries ; 


Redundancy compensation ; 
Rent, wayleaves, etc. ; 


. Rates ; 

. Superannuation ; 

. General expenses ; 

. Overhead expenses ; 

. Depreciation ; 

. Pooling arrangements ; 

. Royalties to licensed mines ; 


Interest payable ; 


Expenditure excluded from cost ledger. 


Assets Controls : 


I. 


2 
3 
4 
5 
6. 
7. 

Liabi 

I. 

2. 


3- 
4- 


Note.—Items 5 to 7 of income and 23 to 25 of expenditure 
are “ profit and loss account items,” and therefore excluded 


Fixed assets ; 


. Investments ; 
. Inventories ; 

. Debtors ; 

. Prepayments ; 


Bank ; 

Cash. 

lities Controls : 
Creditors ; 
Current accounts ; 
Provisions ; 
Accruals. 
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fron. the cost ledger, which reconciles with the remaining items 
in t! ¢ revenue section of the control ledger. 

This s‘andard form of control ledger, which is completed 
and balanced monthly throughout the Board’s organisation, 
enables the Board’s complete financial position to be ascer- 
tained readily at short intervals and it forms the framework 
within which the detailed accounting is carried out; it is, 
of course, supported by detailed ledgers and registers. 

The Board’s revenue accounts are designed to analyse 
all income and expenditure in two ways, firstly according 
to the nature of the income or expenditure, and secondly 
according to the purpose for which the income has been 
received or the expenditure incurred and the activity 
(colliery, coke oven, etc.) concerned. The first basis 
produces the complete analysis of income and expenditure 
which is summarised in the published accounts. The 
second basis produces the profit and loss accounts of the 
different activities and provides the framework of the costing 
structure. The two bases are, of course, completely 
integrated, and after some initial difficulties with inexperi- 
enced staff the system has worked smoothly for a long time 
now. 

Similarly in the case of capital accounts (using “‘ capital ”” 
in the broad sense to cover assets and liabilities) all trans- 
actions are analysed according to the nature of the asset or 
liability concerned and the activity to which they relate. 
There is, of course, a complete system of separate records 
for each capital job. 

Those of you with experience of accounting in large-scale 
organisations will not be surprised that one of our most 
difficult problems initially was the proper treatment of 
internal and inter-unit transactions so as to facilitate their 
exclusion (when desired) from aggregated accounts. We 
regard as internal transactions all those carried out com- 
pletely within one accounting unit and as inter-unit trans- 
actions, those affecting two or more accounting units; there 
is a complete system of identification of these transactions 
and of clearing balances on current accounts. Again, staff 
unaccustomed to large-scale accounting found some diffi- 
culty initially in appreciating the need for careful identifica- 
tion of inter-unit transactions, but the initial difficulties 
were soon overcome and the arrangements work very 
smoothly. 

The maintenance, adaptation to changing circumstances 
and improvement of the uniform accounting arrangements 
involves a flow of instructions from Headquarters. In 1949, 
for example, there were go instructions in the official series 
on accounts and finance. Eleven could be regarded as 
routine instructions required year by year on such matters 
as the arrangements for the annual accounts, the prepara- 
tion of financial estimates and so on. Twenty-eight dealt 
with minor improvements and guidance on points raised by 
divisions. Forty-six dealt with the accounting and financial 
effects of changes of various kinds, ranging from selling 
price alterations to the introduction of a new fatal accidents 
benefit scheme. Only five dealt with material changes or 
developments in accounting arrangements; they related to 
a classification of stores, a standard monthly trial balance, 
decentralisation of stationery purchases, accounting 


arrangements for coal-selling depots and transfers of plant 
between units. 


Annual Accounts 
The Board’s accounts are prepared for each calendar year 
and have to be audited and presented to the Minister of 
Fuel and Power, who in turn presents them to Parliament. 
Before the end of the year detailed instructions are in the 
hands of every accounting unit, including a complete time- 
table for the whole period from the beginning of stocktaking 
to the final certification of accounts by the auditors. The 
experience of three years has shown that with good plan- 
ning and organisation there is no serious difficulty in keeping 
to a time-table which enables the final accounts for the 
whole of the Board’s affairs to be signed by the professional 
auditors about four months after the conclusion of the 
financial year. The task of aggregation is a heavy one in 
view of the mass of detail in the Board’s accounts, but 
provided that instructions are clear and complete and inter- 
unit transactions have been properly controlled and cleared, 
no serious technical problems arise. 

Many of you will have seen the Board’s published 
accounts, which run to about 70 printed pages, together 


‘with 18 pages of explanatory notes. In common with those 


of other nationalised industries they have to be prepared in 

accordance with “‘ the best commercial standards ” and in 

a form directed by the Government. The accounts consist 

of a simplified form of balance sheet and profit and loss 

account, supported by schedules of assets and liabilities and . 
detailed revenue accounts which show separately the results 

of the various activities in each division and area. The 

accounts of such a large organisation are bound to be 

lengthy and to appear complicated to the layman. For this 

reason the Board now preface them by a summary of the 

financial results for each year since they took over the 

industry. This summarised statement contains analyses of 
profits and losses, of sales and other income, of expenditure 

and of assets and liabilities. There has been disappointingly 

little discussion or criticism in the accounting Press of the 

published accounts of nationalised industries (most of 
which are prepared on the same general lines as those of 
the Board); those of you who are interested may have 

something to say about them. I know the immense trouble 

which has been taken in their preparation and I am sure 

those responsible in various industries would welcome public 

discussion and suggestions for improvements. 

There can be no doubt that in disclosure of information 
the published accounts of nationalised industries go far 
beyond the standards set by public companies, It is right 
that this should be so, but it should be recorded that the 
fears expressed by some people about the possible suppres- 
sion of accounting information have proved groundless. 
The accounts are audited by professional auditors of the 
highest standing, and so far as I am aware their audit 
reports have contained no significant qualifications, except 
in the special case of the Overseas Food Corporation. The 
accounts are submitted to Parliament, and representatives 
of the nationalised boards appear before the Public 
Accounts Committee and are examined on the accounts. 
The reports and accounts are debated in the House of 
Commons. There is a flow of Press comment and criticism. 
I think it will be agreed that the total effect, so far as 
accounts are concerned, is a considerable measure of 
public accountability. 
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TAXATION 


Case VI of Schedule D 


PossIBLY MOST PEOPLE WHO KNOW ANYTHING ABOUT INCOME 
tax, if asked to what Case VI applies, would answer : 
“* Casual profits.”” But this is not even a half-truth. 

The adjective “‘ casual”? is defined in Cassell’s New 
English Dictionary as meaning “ happening by chance ; 
accidental, trivial ; occasional, unmethodical.”? The only 
one of these meanings that would really fit certain profits 
assessable under Case VI is “‘ occasional ” (“‘ trivial” can 
be dismissed, even if some assessments are insignificant in 
amount; “ accidental’? may occasionally apply). It is 
true that lack of method sometimes brings receipts into 
Case VI that need not have become income at all, but 
** unmethodical ”’ in that sense is irrelevant. 

In Harrison’s Index to Tax Cases (6th edition) the heading 


_** Casual Profit ’ is used only to refer the searcher to other 


headings, and to mention two dicta, one regarding “ casual 
authorship ” and the other: ‘ To say that a thing is a 
casual profit does not mean that in every case it is not 
assessable to income tax (for example, writing one book for 
reward is itself a profit) ” (McKinlay v. Jenkins & Son, 1926, 
10 T.C. at p. 404). 

For the thing in mind when the word “ casual ”’ is so 
loosely used, probably a better description is “‘ isolated.” 

But Case VI is not even mainly confined to isolated or 
occasional profits ; over the years, many items have by 
Statute been placed in that Case, quite a number being in 
connection with “ anti-avoidance ” provisions. 


STATUTORY 


Rule 2 of Schedule D says that tax under Case VI is to 
be charged in respect of any annual profits or gains not 
falling under any of the other Cases and not charged under 
another Schedule. We find, however, that the following are 
included in Case VI by virtue of specific subsequent 
enactments : 


(1) Additions in respect of Dominion income tax where a 
paying agent has not known the amount and has therefore 
not deducted sufficient United. Kingdom tax (Section 
27 (4), Finance Act, 1920). This operated to April 5, 1950, 
only, but additional liabilities arising in certain contingen- 
cies under arrangements for double taxation relief remain 
under Case VI (Section 51 (5), Finance (No. 2) Act, 1945). 

(2) Loan interest relief forfeited by an industrial and provident 
society (Section 32 (6), Finance Act, 1933). 

(3) Certain income from assets transferred to a person abroad 
(Section 18 and 2nd Schedule, Finance Act, 1936). 

(4) Profits from letting non-rateable machinery (Section 22, 
Finance Act, 1936). 

(5) Interest on certain securities transferred with an agreement 
to re-acquire, e.g., cum dividend sales and ex dividend re- 
acquisitions (Section 12 (1) (ii), Finance Act, 1937). 

(6) Proceeds of transfer of rights to income where the securities 
themselves are not sold or transferred and the interest is 
payable without deduction of tax (Section 24 (3), Finance 
Act, 1938). 


(7) Interest paid by the issue of bonds (Section 25 (2), i’inance 
Act, 1938). ; 

(8) Where, as a result of giving relief to beneficiaries of ay 
estate on the income paid in any year, it is found when the 
income of the administration period is spread over it ona 
time basis, that excess relief has been given to a beneficiary, 
the excess can be charged under Case VI (Section 34 (2) (b) 
Finance Act, 1938). 

(g) Settlement income deemed to be that of the settlor 
(Sections 38, 40 and grd Schedule, Part ITI, Finance Act, 
1938). 

(10) Excess rents (Sections 15-17, Finance Act, 1940). 

(11) Excess child relief resulting from apportionment of a 

** double claim ” (Section 24 (6), Finance Act, 1940). 

(12) Excessive “‘ housekeeper ”’ relief resulting from apportion- 
ment of a “‘ double claim ” (Section 15 (4), Finance Act, 
1943). 

(13) Certain balancing charges (Sections 6 (5), 11 (2) and 
22 (3), Income Tax Act, 1945). 

(14) Capital sums received for the sale of United Kingdom 
patent rights (Sections 36 (3), 37, 42 (2) and 2nd Schedule, 
Income Tax Act, 1945). 

(15) Certain contributions under redundancy schemes (Section 
25 (1), Finance (No. 2) Act, 1945). 

(16) Certain easements and payments for the right to use land 
(Section 31 (1) (d), Finance Act, 1948). 

(17) Additional liabilities arising from disallowances under 
Section 28 (1) (2), War Damage (Public Utility Under- 
takings, etc.) Act, 1949, of payments or expenditure 
already allowed as a repayment, etc. (Section 28 (6) (6), 
War Damage (Public Utility Undertakings, etc.) Act, 
1949). 

(18) Recovery of enemy debts, etc., written off during the war 

(Section 39 (6) (c), Finance Act, 1950). 


The computation of tax under the specific enactments is 
provided for in the legislation in question. 


CASE VI PROPER 


This is a convenient title under which to deal with the 
income that falls into Case VI “ in its own right.” What 
income is involved ? According to the charging rule, this 
is annual income not assessable under other Cases or 
Schedules ; a “‘ mopping up,” as it were, of anything that 
might escape were it not for this provision. 

The word “ annual” here can perhaps best be looked 
upon in its gardening sense (where “‘ perennial ”’ is applied 
—the author is led to believe—to things that repeat). 
Although the word “annual” is colloquially used to 
indicate recurrence year by year—for example, in the term 
‘annual subscription ””—that meaning ought to be dis- 
regarded. Many items of “ profits or gains ” caught in the 
mesh of the Case VI net occur once only. It is to be noted 
that the Rules of Case VI are only three in number, pro- 


viding that : i. 
(1) the nature and the basis of computation of the 
profits or gains is to be stated, 
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(2) che computation is to be made either on the full 
amount of the profits or gains arising in the year of 
assessment, or on the average of a period not 
exceeding one year (Schedule 29 (2), Finance Act, 
i926), 

(3) the statement and computation are to be made to 
ihe best of the knowledge and belief of the person in 
receipt of or entitled to the profits or gains. 

The only other relevant provisions are that 

(2) so long as a source continues, if the assessment is 
based on the profits of some period preceding the 
year of assessment, the charge.is valid, notwith- 
standing that there are no profits in that year 
(Section 22, Finance Act, 1926); this may arise 
under Case VI if the Commissioners decide on the 
“ previous year ”’ basis ; 

(b) Aloss in any transaction, in respect of which a profit 

would be assessable under Case VI, can be set 

against any Case VI assessment for the same year 
and any unrelieved balance be carried forward 
against all Case VI assessments for the following 
year(s) of assessment until fully relieved, subject 
to the six years’ time limit (extended in the case of 
losses prior to April 6, 1946, by the war years, 
1939-40 to 1945-46—Section 22, Finance (No. 2) 
Act, 1945) (Section 27, Finance Act, 1927). 


It is, however, necessary to read Case VI as one of the 
Cases of Schedule D, the charging rule of which charges 
(a) tax in respect of the annual profits or gains arising or 
accruing to any person residing in the United Kingdom 
from any kind of property whatever, whether situate in the 
United Kingdom or elsewhere, or from any trade, pro- 
fession or vocation carried on in the United Kingdom or 
elsewhere ; and to any person, whether a British subject 
or not, although not resident in the United Kingdom from 
any property whatever situate in the United Kingdom ; or 
any trade, etc., exercised within the United Kingdom, and 
(o) all interest of money, annuities and other annual 


profits or gains not charged under another Schedule and 
not specially exempted from tax. 


ADVENTURE IN NATURE OF TRADE OR ACCRETION TO CAPITAL 


Any income within that charging rule which is not within 
the scope of one of the Cases I to V will automatically fall 
under Case VI. In that connection, it is important to note 
that “trade” includes “every trade, manufacture, 
adventure or concern in the nature of trade ” (Section 237, 
Income Tax Act, 1918) and that only “ profits or gains” 
can be taxed (of. Section 1, ibid.) 

It has been pointed out that profits or gains in Case VI 
must mean profits or gains ejusdem generis with the profits or 
gains specified in Cases I to V, that is, there can only be a 
tax on income. An isolated transaction of the sale and 
re-sale of property is either an adventure in the nature of 
trade and taxable as such, or a sale and re-sale of an asset. 

The fact that a man does not mean to hold an investment 
may be an item tending to show whether he is carrying on 
a trade or concern in the nature of trade in respect of his 
investments, but per se it leads to no conclusion at all (cf. 
Leeming v. Fones, 1929-30, 15 T.C. 333). If Commissioners 


find that there is not a transaction in the nature of trade, 
there can be no assessment under Case I, and an accretion 
to capital cannot be assessed under Case VI : i.e., where 
there is either a trade or appreciation of capital value, if it 
is not held to be the first, it is the second and therefore not 
taxable. 

Where there are several transactions, for example, 
speculations in cotton futures over some period, the profits 
may become “ annual profits or gains” assessable under 
Case VI (Cooper v. Stubbs, 1925, 10 T.C. 29 ; Townsend v. 
Grundy, 1933, 18 T.C. 140). But transactions may be so 
carried out as to be nothing but in the nature of temporary 
investments repeated several times over, and resulting in 
something in the nature of capital accretions, which could 
not be brought within the title or meaning of “ annual 
profit or gain,” which must mean something which is of the 
nature of revenue or income (Cooper v. Stubbs at p. 775). 

Isolated transactions assessed under Case VI have 
included : 


(a) Commission received by directors of a company for 
guaranteeing the company’s bank overdraft (Ryall v. 
Hoare, 1923, 8 T.C. 521); 

(6) underwriting commission (Lyons v. Cowcher, 1926, 10 T.C. 
438); 

(c) contribution to a newspaper (profits from the sale of the 
serial rights in the contributor’s life story). It was held that 
the true nature of the transaction was the performance of 
services, the sale of copyright being subsidiary thereto 
(Hobbs v. Hussey, 1942, 24 T.C. 153). 


It is appropriate to note the words of the Lord President 
in C.LR. v. Fraser (1942, 21 A.T.C. at p. 223) in considering 
whether or not there was an adventure in the nature of 
trade where a woodcutter in 1937 instructed an agent to 
buy on his behalf whisky in bond to the value of about £400. 
The whisky was bought in three lots in 1947 and 1948. The 
three lots were sold in August and November, 1940, for 
£1,131, showing, after deduction of expenses, a net profit 
of £712. He said : 


We are not to decide whether the respondent was carrying on 
a trade, but whether the transaction in which he was engaged 
was an adventure in the nature of trade . . . the whole may 
be regarded as substantially one piece of business in my opinion. 
It would be extremely difficult to hold that a single 
transaction amounted to a trade, but it*may be much less 
difficult to hold that a single transaction is an adventure in the 
nature of trade . . . one important factor may be the person 
who enters into the transaction. It is in general more easy to 
hold that a single transaction entered into by an individual.in 
the line of his own trade (although not part and parcel of his 
ordinary business) is an adventure in the nature of trade than 
to hold that a transaction entered into by an individual outside 
the line of his own trade or occupation is an adventure in the 
nature of trade. But what is a good deal more important is the 
nature of the transaction with reference to the commodity 
dealt in. The individual . . . may have in view . . . re-sale 
. . . ata profit, and yet . . . that is not the only purpose for 
which he purchased the article or commodity, nor the only 
purpose to which he might turn it, if favourable opportunity of 
sale does not occur. 


The Lord President went on to point out that an amateur 
may buy a picture with a view to re-sale at a profit ; in the 
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Taxation 
Notes 


** The Appointed Day ”’ 


Part IV oF THE FINANCE ACT, 1944 
(dealing with allowances for expenditure on 
scientific research), and the Income Tax 
Act, 1945, came into force on the date 
appointed by Section 18, Finance (No. 2) 
Act, 1945, namely, April 6, 1946. 

Section 22 (1), Finance Act, 1949, 
applied allowances under Part III of the 
Income Tax Act, 1945, to overseas mineral 
rights, fixing the appointed day for this 
purpose as April 6, 1949. 

In the case of industrial buildings, how- 
ever, for which allowances are given under 
Part I of the Income Tax Act, 1945, that 
Act provides (Section 7) that ifan allowance 
fell to be made for mills, factories, etc., 
allowance-(under Section 15, Finance Act, 
1937) for 1945-46 (i.e., was allowed as a 
deduction in computing the profits which 
were the basis of the assessment for 1945-46 
—Section 65 (4), Income Tax Act, 1945), 
the mills, factories, etc., allowance is to 
continue as if the appointed day were 
postponed for five years (now ten years 
—Section 28, Finance Act, 1950), unless 
the person entitled to the allowance elects 
that the mills, etc.3 allowance shall cease, 
in which case the “appointed day” 
becomes the first day of the year of assess- 
ment in which the notice of the election is 
given to the Inspector of Taxes. 

It is important to note that there is no 
postponement of the other Parts of the 
Income Tax Act, 1945 ; the above remarks 
affect only the building to which the mills, 
factories, etc., allowance in question applies, 
but it attaches to the building, irrespective 
of change of ownership. 

If notice is not given in the meantime, 
and the mills, factories, etc., allowance was 
given in the basis period’s accounts for 
1945-46, the appointed day for that building 
will be April 6, 1956. If the capital expen- 
diture available for relief was incurred after 
April 5, 1944, it will be deemed, for the 
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meantime, the possession of it gives him esthetic enjoy- 
ment. Stocks and shares bought with a view to re-sale are 
a potential sourse of revenue while held; so is land, 
which may also give pride of possession. 

But the purchase of a large quantity of a commodity 
like whisky, greatly in excess of what could be used by the 
buyer, his family and friends, yields no pride of possession 


it is chargeable 


purposes of initial allowances, to be incurred 
on the (new) appointed day. 

Where the expenditure in question was 
incurred more than fifty years before 1946, 
the extension of the mills, factories, etc., 
allowance is valuable. In most other cases 
application will already have been made to 
bring the 1945 Act into play, except where 
rateable machinery increased the annual 
value so much that the mills, factories, etc., 
allowance exceeds the new annual allow- 
ance. Even then, in some cases where the 
income in point is small, it is well to remem- 
ber that the bigger mills, etc., allowance 
is accelerating the writing-off of the cost, 
and a smaller allowance for a year or two 
more may be preferred. 


Age. Allowance 

Every change in tax has to be examined to 
see whether it affects the limit at which 
marginal relief ceases to operate. 

The effect of adding, to the tax payable on 
£500, five-eighths of the excess of the 
income over £500 is to charge that excess 
at 12s. 6d. in the £, an addition of 3s. 6d. 
in the £ over the standard rate (assuming 
no earned income). 

Reduced rate relief operates on the first 


Proof : 
No Age Relief With Age Relief 
£ £ £ £ 
Income .. ! 688 688 
Margin 188 
500 
Earned Income Allowance .. 14 — 
Age Allowance & i —_ 100 
Personal Allowance .. we 180 
— 194 -—— 280 
£494 £220 
tte” ome 
£50 at 2s. 6d. 6 5 o £50 at 2s. 6d. 6 5 0 
£200 at 5s. 50 0 Oo £170 at 5s. 42 10 0 
£244 at gs. 109 16 0 & x £188 117 10 © 
£166 1 0 £166 5 0 


The difference of 4s. is caused by ignoring the fraction of a £ in the calculated excess. 


and can be turned to account only by realisation. It wa 
therefore an adventure in the nature of trade. 
If there is an adventure in the nature of trade, whethe 


academic, except that a Case VI assessment does ng 
attract earned income allowance. 


under Case I or Case VI is somewhy 


£250 of taxable income ; age allowance o 
£500 is £100. If, therefore, personal and 
similar allowances do not exceed £150, the 
*‘ turning point ” will be where 3} /2oths of 
the excess (E) equals the tax on the ag 
allowance at the standard rate. Thuy. 
3 x E= £45, and the excess is £25), 


Where, however, the personal, etc, 
allowances exceed £150, reduced rate relief 
is lost, and the formula must be modified, 
For example, if the “ married ” personal 
allowance applies, £30 of the £200 slice 
of reduced rate is lost. The formula will be: 


=. = £45—Z£6 (the £6 being tax at 4s 


in the £ on the reduced rate relief lost). 

The excess in that case is £223. 

If there is earned income, the formula 
again modified. Tax on the earned income 
allowance which would otherwise have 
been granted must be added to the 7/4oths 
of the excess. Thus, if there is £70 earned, 
the formula for a married man becomes: 


Dea 2 y SP tis 
ane a x =e £45 — £6, and the 
excess is £188. 
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Capital Allowances 

The question has been raised whether the 
capital allowances for wear and tear must 
be taken every year. This may be of 
importance where the personal and 
similar allowances would wipe out the tax 
ability without deduction of capital 
allowances in the assessment. 

It seems to be quite clear that the law is 

as follows : 

(1) Any claim for an allowance must be 
included in the annual return of 
profits of the trade (Section 55, 
Income Tax Act, 1945). If no claim 
is made, the allowance should not be 
made. On the other hand, an 
“error or mistake” claim can be 
made by the taxpayer within six 
years from the end of the year of 
assessment to remedy the omission to 
claim. 

(2) (2) The annual allowance is claimable 
despite the fact that no claim is made 
for the initial allowance. The annual 
allowance in such a case will be 
calculated on the cost of the machin- 
ery less (in the normal method) 
annual allowances only, that is, it 
will be bigger and take longer to 
write off the machinery. (6) An 
initial allowance can be claimed 
without annual allowances. 

(3) If an annual allowance is not claimed 
in any year, the amount that would 
have been claimable must be deemed 
to have been allowed in arriving at 
the written-down value for future 
annual allowances, but not for the 
purposes of balancing allowances or 
balancing charges (paragraph g (2) 
of Part II, 6th Schedule, Finance 
Act, 1949). 

(4) There is an exception to (3) in the 
case of lands which have been 
assessed on assessable value under 
Schedule B. There, where the 
assessment comes under Schedule D 
(that is, 1949-50 at latest), notional 
annual allowances are to be deemed 
to have been made for the years of 
Schedule B assessment (Section 
23 (2), Income Tax Act, 1945; 
paragraph g (3), 6th Schedule, 
Finance Act, 1949). 

(5) A balancing charge is to be made 
“in charging the profits” of the 
trade (Section 22 (1) and Section 
55 (3), Income Tax Act, 1945), by 
an assessment on the profits of the 
trade in addition to any other 
assessment thereon (Section 55 (3), 
ibid.) ; a balancing or an annual 
allowance is to be made in charging 
the profits (Section 22 (1), ibid.). 
lt is clear, therefore, that balancing 
charges can be set off against annual 
or balancing allowances for the same 
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year. And any (net) allowances not 
used up in a year because the profits 
are insufficient can be carried for- 
ward and added to those of the next 
year (R. 6 (3), Cases I and II, 
Income Tax Act, 1918; Section 
55 (1), Income Tax Act, 1945). 

(6) Losses brought forward under Section 
33, Finance Act, 1926, are to be set 
against the profits on which the 
trader is assessed under Schedule D 
in respect of the trade. Therefore, 
as a balancing charge is an addition 
to the assessments, the loss is avail- 
able against it, if the charge is not 
already wiped out by annual, etc., 
allowances. Section 19, Finance 
Act, 1932, applies if the allowances 
have prevented the relief for the loss 
being obtained within the statutory 
time limit for carrying forward the 
loss (Section 55 (1), Income Tax 


Act, 1945). 


Estate Duty on Agricultural Property 
Correspondence has appeared in The Times 
during the past month on the rates of 
estate duty on agricultural property trans- 
ferred to a company and liable to estate 
duty under the Finance Act, 1940. The 
first letter complained that where shares in 
a controlled company pass on the death of 
a controlling shareholder, the shares, 
though valued by reference to the net assets 
of the company, are charged to estate duty 
at the ordinary rates, no relief being given 
on account of agricultural values comprised 
in the net assets value. A further letter 
indicated that the benefit of the agricultural 
rate is considered to apply where the liability 
is under Section 46, Finance Act, 1940. 

It seems that the official practice is as 
follows: 

(1) If property deemed to pass. under 
Section 43 of the 1940 Act (dealing 
with releases of life interests) includes 
agricultural land, timber, or chattels 
of national, etc., interest, the 
relevant statutory reliefs are con- 
sidered to apply, including the right 
to pay duty on realty by instalments; 
Property liable under Section 46 is 
treated in the same way as in (1). 
Rapid succession relief is also granted 
if the deceased had acquired the land 
by inheritance within five years of 
death and transferred it to the com- 
pany. Agricultural rate, rapid suc- 
cession relief and payment by instal- 
ments apply only to the proportion of 
the relevant assets which the 
deceased’s benefits bore to the 
company’s income, reduced by the 
value of shares or debentures charged 
under Section 55 (see Section 51). 

As indicated in a second letter from the 
the writer of the first, the relief given in 


(2) 


Section 46 cases will usually be compara- 
tively negligible, as the valuation of the 
shares is mostly considerable. 


Profits Tax—Results of Splitting 


The change in the rate of profits tax at 
September 30, 1949, has two results not at 
first apparent, where the accounting period 
does not end on that date. By Section 1 (1) 
of the Profits Tax Act, 1949, any accounting 
period bridging September 30, 1949, is to 
be divided into two chargeable accounting 
periods, one to that date, the other 
beginning on the following day. 

The results in point are : 

(a) Splitting the period may have the 
effect of bringing the assessment for 
each chargeable accounting period 
under £1,000, so that no interest can 
be charged on unpaid tax (although 
the assessment for the combined 
periods exceeds £1,000) ; 
if tax reserve certificates are sur- 
rendered in payment, the “ due 
date ” of the profits tax for the first 
chargeable accounting period will be 
March 31, 1950, and not, as it would 
otherwise have been, six months 
after the end of the accounting 
period in question. 


The Income Tax Acts 

The Stationery Office have just pub- 
lished (price as.) the first supplement to the 
1949 loose-leaf edition of The Income Tax 
Acts. The main volume was the subject of 
notes in AccounTANcy for January and 
February, 1950, pages 34 and 63. 

The supplement contains, inter alia, a 
special print of the Finance Act, 1949, 
loose leaves incorporating amendments, 
supplement to the index, and gummed and 
perforated notes giving cross-references, 
and brings the main volume up to date to 
the end of 1949. We hope the supplement 
including the Finance Act, 1950, will not 
long be delayed. 

We strongly recommend readers to insert 
all the leaves and notes themselves. Per- 
forming this task will emphasise the amend- 
ments in the law and bring to notice many 
existing provisions that may have been 
forgotten or never learned. 


Deceased Persons’ Post-war Credits 
The right to payment of income tax post- 
war credits in the estate of a deceased person 
now passes to beneficiaries, but subject to 
the age qualification (65 for a man, 60 for a 
woman). It has been suggested that death 
of the owner of the credits should auto- 
matically involve settlement of them, as it 
does of other debits and credits, the age 
qualification being waived for the bene- 
ficiaries. The Chancellor of the Exchequer 
is examining this suggestion in the light of 
legal arguments. 
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Recent Tax Cases 


By W. B. COWCHER, o.8.z., B.urrr., Barrister-at-Law 


Schedule E—Emoluments—Service agreement 
providing for lump sum payments as “* compensa- 
tion for loss of office’ if employment terminated 
prematurely— Whether sum paid taxable emolu- 
ment. 


In Dale v. de Soissons (Ch., April 3, 
1950, T.R. 73 ; C.A., July 3, 1950, T.R. 221) 
the respondent had from 1929 assisted 
the managing director of Gallaher, Ltd., 
under a number of service agreements. 
The last agreement, continuing the previous 
one, took effect from January 1, 1945, and 
was for three years. Respondent was to 
receive £3,000 per annum plus commission 
at a stipulated rate. By Clause 5 the 
company was to be entitled to terminate his 
appointment on December 31, 1945, in 
which event he was to receive £10,000 as 
“compensation for loss of office,” or on 
December 31, 1946, when the amount was 
to be £6,000. The company exercised its 
option to end respondent’s employment on 
the earlier date and paid him the said 
£10,000. The Special Commissioners had 
accepted the argument that the sum 
although paid under the service agreement 
was not a profit arising from the office or 
employment but was compensation for 
being deprived of those profits. Roxburgh, 
J., reversed their decision, holding that it 
involved splitting the agreement into two 
parts, Clause 1 creating a three-year term 
and Clause 5 providing for its premature 
determination. He held that if regarded as 
a whole the agreement was intra vires the 
company, but that it would be ultra vires if 
construed as contended. Referring to 
Henley v. Murray (C.A., March 14, 1950, 
T.R. 25), Evershed, M.R., had there 
pointed out that the payment to Mr. 
Henley was in respect of the total abro- 
gation imposed upon him of his contract of 
employment, whilst Jenkins, L.J., had said 
that the question was whether the lump 
sum was in the nature of remuneration 
or in consideration for the surrender of 
rights. Here the respondent surrendered 
no rights but got exactly what he was 
entitled to get. 

It is worth noting that in the Henley case 
Somervell, L.J., reserved his opinion upon 
the position arising in the event of a mutual 
agreement between employer and employed 
“ that the service should be ended abruptly 
and a sum paid.” There are, in fac*, a 
number of other variants ; and it is easy to 
see that the whole subject must be one of 
serious concern to the Revenue. The 
learned Judge did not, in his judgment, 
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explain why in his view the doctrine of 
ultra vires would apply if the agreement 
under consideration had to be regarded as 
being in fact two separate agreements. 

In the Court of Appeal the decision of 
Roxburgh, J., was unanimously affirmed, 
the Master of the Rolls giving the only 
judgment. He said that the question was 
upon which side of the line the case fell, 
whether it was governed by, amongst other 
cases, “‘ Henry v. Foster and Hunter v. Dew- 
hurst” (1931, 16 T.C. 605) or by cases like 
Henley v. Murray (1950, 1 All E.R. 908). He 
held that, in the words of Roxburgh, J., 


In the present case the colonel surrendered 
no rights. He got exactly what he was 
entitled to get under his contract of employ- 
ment. Accordingly, the payment, in my 
judgment, falls within the taxable class. 


There is one slip in the judgment as 


reported. Hunter v. Dewhurst was decided in- 


favour of the taxpayer. Henry v. Arthur 
Foster and Henry v. Joseph Foster were the 
two cases where payments by the company 
were held to be taxable. Dewhurst, alone 
of the three directors, took his case to the 
House of Lords and won a narrow victory 
there by reason of special features. 

In the writer’s opinion, the vital element 
in the present case was that the company 
“shall be entitled to terminate” the 
appointment upon stated terms. The word 
“entitled ” differentiates it from a case 
where there is no such right and termination 
gives a right to damages. The fineness of the 
dividing line is seen in a case where, although 
no right to terminate may be recognised 
specifically, the measure of compensation 
for breach is laid down in the contract. It 
remains to be seen whether the Courts will 
be’ asked to consider the payment of this 
nature in Paterson v. South-West Scotland 
Electricity Board (Court of Session, July 14, 
1950, T.R. 225), noted in this issue, upon a 
contention by the Revenue that it is taxable 
as an emolument. 


Income tax—Compensation for loss of office— 
Under service agreement actuarial value of salary 
and pension payable—Whether income tax and 
sur-tax deductible— Whether future contributions 
towards pension to be taken into account— 
Electricity Act, 1947, Section 14—Electricity 
(Allocation of Undertakings to Area Boards) 
Order, 1948. 

Paterson v. South-West Scotland 
Electricity Board (Court of Session, July 
14, 1950, T.R. 225), was a case which 


obtained a good deal of publicity because o 
its synchronising with legislative p:oposak 
intended to penalise evasion by means of 
restrictive covenants. There was, however, 
save for the largeness of the sum, no similarity 
of circumstances. Pursuer was director ang 
general manager of the Clyde Valle 
Electrical Power Company under an agree. 
ment of January 1, 1939. Upon April ;, 
1948, the undertaking was taken over unde 
statute by the South-West Scotland Ele. 
tricity Board; and upon that date the 
pursuer’s agreement with the company wa; 
terminated and he became entitled to com. 
pensation in terms of that agreement. His 
salary at that date was at the rate of £6,000 
per annum and had he been in receipt of 
this at the natural expiry of his agreement 
he would have been entitled to a pension of 
£3,000 per annum. Under a clause of his 
agreement he was entitled to “ the actuarial 
value of the salary and pension of which he 
shall be deprived by such termination,” and 
thus, it was claimed, seeing that the 1939 
agreement was for a minimum period of 
15 years, the actuarial value of 5# years at 
£6,000 per annum plus the actuarial value 
of a pension of £3,000 per annum to com- 
mence at the beginning of 1954. The 
actuarial evidence was that the total value 
aggregated £52,408 ; and pursuer sued for 
this sum. Three contentions were advanced 
by the defender. First, that the minimum 
salary under the agreement of £4,500 and 
minimum pension of £2,250 should be 
taken. Secondly, that the gross salary and 
pension should be reduced by the amount 
of income tax and sur-tax which would be 
payable thereon, and, thirdly, that in 
computing the compensation for loss of 
pension the actuarial value of the contribu- 
tions pursuer would have had to make 
during the 5? years should be deducted. 
The Court was unanimous that the words 
quoted above disposed of the first contention, 
and, as regards the second point, any 
question of taxation was a matter between 
the pursuer and Inland Revenue and of no 
concern to the Board. Upon the third 
point, the Court was divided, the majority 
holding that the actuarial value of the 
contributions for 5# years less any amount 
recoverable under the pension fund rules in 
respect of past contributions should be 
deducted in arriving at the net actuarial 
value of the pension of £3,000 per annum. 

The decision as regards deduction of 
income tax and sur-tax agrees with the 
decision of the Court of Appeal in Billingham 
v. Hughes (C.A., March 10, 1949, T.R. 105): 
There had been, previously, two discordant 
Scottish decisions upon the point. A 
peculiar result of present taxation is that in 
certain cases consolation for the premature 
termination of a service agreement may 
mean a fortune otherwise difficult of 
attainment. 
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The Student’s Tax Columns 


Case IIT 


Unper ScHepuLe D, Case III, TAx 1s assEsseD “‘ IN 
respect of profits of an uncertain value and of other income 
described in the rules applicable to this case.” It includes, 
inter alia, income from : 


(a) Any interest received from sources in the United Kingdom, 
where tax has not been assessed and deducted at source, 
for example, interest on bank deposits, 3} per cent. War 
Loan, 3 per cent. Defence Bonds ; 

(6) discounts, for example, on Treasury Bills ; 

(c) certain miscellaneous profits from land ; 

(d) small maintenance payments under a Court order to a 
wife, or for the benefit of a child under 16 years of age. 


The basis of assessment is the income “ arising” within 
the year preceding the year of assessment, except in the 
early and closing years of assessment, when the following 
rules apply : 


(i) First year: assessment is on the actual income arising 
within that year. 

(ii) Second year : (a) if the income first arose on April 6 in the 
first year, the assessment is on the first year’s income ; 
(6) if the income first arose later than April 6 in the 
preceding year, assessment is on the actual income of the 
second year. 

(iii) Thereafter, the preceding year’s income is the basis. 

(iv) The first assessment to be based on the income of the 
previous year can be reduced to the actual income of the 
year, where relevant, if a claim is made within one year 
after the end of the year of assessment to the Inspector of 
Taxes. This will be the third year of assessment except in 
the odd case where the income first arose on April 6, when 
it will be the second year. 

(v) In the year in which the taxpayer ceases to possess the 
source of income, the assessment is on the actual income 
arising in that year. 

(vi) In the penultimate year of possession of the source, if the 
income arising in that year exceeds the normal assessment 
on the preceding year’s income, an additional assessment 
may be made on the difference. (There is no right of 
reduction if the actual income is less than the assessment.) 


These rules may be remembered thus. Assess on actual 
until there is a full previous year. The first assessment on 
the previous year basis can be reduced to actual income, if 
less. The last year’s assessment is on the actual income ; 
that for the penultimate year may be increased to actual. 

What is said above as to the source applies equally to a 
part ofa source. Where there is an addition to a source, the 
addition is taxed separately, applying (i)-(iv) above to the 
income till it gets on to the same basis as the original 
holding ; the income is then assessed as one. If part of a 
source is disposed of, the income from that part is assessed 
under (v) and (vi) above ; the income from the remainder 
continues on the “* previous year ”’ basis. 


~~ 


SCHEDULE D, CASES III to VI 


In cases where the rate of interest is fixed, the effect of 
adjustments for new and discontinued parts of sources is 
always to charge the actual income of the year of assess- 
ment. If the income from a source varies, however, the 
same result does not follow. 


Example (1). Addition to source acquired April 6, 1948. 
Income to April 5, 1949, £60; 1950, £50; 1951, £40. 

Original source five times as much, i.e. actual income 
1947-48, £320 ; 1948-49, £300 ; 1949-50, £250 ; 1950-51, 


£200. 
Assessments 
Original Source Addition Total 
to Source 
£ £ £ 
1948-49 Previous year’s 
income 320 ~=>S- Actual 60 380 
1949-50 300 Preceding year 60 
Reduced to 
actual 50 350 
1950-51 250 Preceding year 50 300 
1951+52 200 Preceding year 40 240 


Thereafter assessed as one source. 


Had the addition been made on some day after April 6, 
1948, the assessments would have been : 


Original Source Addition Total 

£ £.. 

1948-49 320 60 380 

1949-50 300 (Actual) 50 350 
1950-51 250 (85) 50 

(reduced to) 40 290 

1951-52 200 (P.Y.) 40 240 


Example (2). Source produced : 
Year to April 5, 1948, £440; 1949, £500; 1950, £520. 
25 per cent. of source sold on December 20, 1949 (income 
from April 6, 1949 on part sold, £100). 


‘ Assessments 
Portion Portion sold Total 
continuing (75%) 
a * 
1948-49 330 110 
Increased to125 455 
1949-59 375 100 475 
1950-51 420 nil 420 
Cases IV and V 


Under Case IV is assessed the income from securities 
outside the United Kingdom ; under Case V the income 
from possessions outside the United Kingdom. 

The rules of assessment under both Cases IV and V are 
the same as under Case III, based on the amount arising, 
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whether it is brought to the United Kingdom or not, 
except that the income brought into the United Kingdom 
is substituted for the income arising, where the income is of 
the following classes : 


(a) Income derived by a person (which term includes a 
company as well as an individual) from his carrying on a 
trade, profession or vocation, either solely or in partner- 
ship, outside the United Kingdom ; 

(6) income arising from an office, employment or pension 
outside the United Kingdom ; 

(c) any income arising to a person not domiciled in the United 
Kingdom ; and 

(d) any income arising to a British subject not ordinarily 
resident in the United Kingdom. 


With these classes of income, the “‘ remittances ”’ and not 
the “‘ income arising ”’ go into the rules as set out in (i)-(vi) 


Case VI 


Originally Case VI was the “ mopping up” case ;_ unde 
ote was assessed “ any annual profits or gains not fallin unde 
any ” other Case or Schedule. In recent years, however 
matty specific sources have been placed under Case VI by 
various Acts, for example, excess rents, certain ‘alanng 
charges under the Income Tax Act, 1945, various asses. 
— in connection with ‘“ anti-avoidance ” legislation, 
. (An article on page 362 deals fully with the types of 
income coming within the Case.) In general, the basis of 
assessment is the actual income of the year, but the Com. 
missioners usually have power to take the average of a 
period not exceeding a year. Profits from letting furnished 
houses, isolated underwriting transactions, profits from 
dealing in “ futures,” etc., come under this Case. 
More may be said about these four Cases later on, 


under Case ITI. 


Enough has been said to put students in the picture. 


Letters to the Editor 


Property Maintenance Claims 


Srr,—A_ local Inspector has raised a 
contentious point : A taxpayer has owned 
four properties for some years, and one 
since March, 1946. Application was made 
for the single property to be treated as a 
separate estate (Scottish Heritable Trust, 
Lid. v. C.ILR., Court of Session, 1945, 26 
T.C. 414), and for concessional treatment 
to be afforded for the first five tax years 


on the actual. 
Repairs, etc., figures for the single 
property are : 
1945/46 .. .. £3 
1946/47 .. <a 
1947/48 .. «. 5 
1948/49 .. .. nil 
1949/50 .. 40 
N.A.V. £40, Stat. Allow. £10 


The endeavour is to obtain allowance of 
£40 for 1949/50, but the Inspector will 
only allow the average of the past five years 
by bringing the past four years into hotch- 
pot with the other four properties. The 
effect is to allow only £6 for the single 
property (average of £23 supra). 

He states: ‘the concession cannot be 
granted where it would give relief substan- 
tially greater than due under the statutory 
basis. Application of the concessional basis 
enables a claimant to get relief earlier than 
would be possible under the statutory 
basis, but is not designed to enable him to 
get more relief.” 

I have pointed out that the effect of the 
actual basis is to increase the assessment for 
the earlier years, 1945/46, 1947/48, and 
1948/49, but he will not give way. 

May I please have the tax contributor’s 
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observations, and/or the views of readers ? 
I am certain this aspect must occur quite 
often. Yours faithfully, 
_ James N. WHITMILL, A.S.A.A. 
Ventnor, I.o.W., 
August 23, 1950. 

[As this is a concession, departing from the law, 
the Revenue can lay down their own terms. The 
taxpayer has then to rely on the Acts, which 
provide a five-year average. The Inspector’s 
statement is entirely in accordance with prac- 
tice. 

The concession is not quite as stated by our 
correspondent. It gives relief in years in which 
the repairs, etc., expenditure exceeds the 
statutory allowance, but does not take away the 
allowance in other years. 

The concession, if applied, would give’ relief 
in 1946/47 on £15—L10=£5 and in 1949/50 
on £40—{10=£30, a total of tax on £35. 
But the actual expenditure is £63 against 
statutory allowances of £50. Relief would 
therefore be given on £22 too much. 

On average, there will be no relief till 1950/51, 
when one-fifth of £63 is £13, and relief is 
available of tax on £3. There can be no relief 
in 1949/50 as one-fifth of £23 is £5 against 
a statutory allowance of £10.—Editor.] 


Whitworth on Profits Tax 
Sirn,—A review of this book which 
appears in your August, 1950, issue (page 
289) includes the following words : 

The examples might have been more 
instructive if, instead of taking them from 
actual examination papers, the author 
had constructed them himself and 
designed them to bring out the more 
difficult points ; in particular it may be 
regretted that none of the worked 
questions in the appendix deals with an 


accounting period overlapping Septem- 

ber, 1949. 

Although this is true of the appendix, it 
is not true of the text of the book, which 
contains numerous examples constructed 
by myself, including one on pages 42 to 43 
dealing extensively with the difficulties 
caused by a period overlapping September, 
1949. The purpose of the appendix was to 
show actual examination questions ; at the 
date of going to press no questions dealing 
with a period overlapping September, 1949, 
had been set. 

You will appreciate, therefore, that the 
words quoted above convey a_ wrong 
impression. I shall be glad if you will correct 
it. Yours faithfully, 

PETER WHITWORTH. 


London, W.C.2. 
August 31, 1950. 


Gifts Inter Vivos—Date of Gift 


Sir,—Included in the August edition of 
ACCOUNTANCY under “ Points in Practice” 
is an interesting article on gifts inter vivos. 

In the paragraph headed “ Date of Gift” 
it states that when shares are transferred 
a gift is not completed until the date when 
the transferee is entered in the company’s 
books as the owner of the shares. This is 
contrary to what I thought was the general 
rule applied in the case of purchase or sale 
of shares, where the date of signing the 
contract is the effective date. I shall be 
very grateful if you will kindly let me have 
a note of the authority for your statement as, 
of course, it is a very important point where 
delays occur in having transfer deeds 
by the Stamping Office. 

Yours’ faithfully, 
S. W. C. Spront. 


London, E.C.4. 
August 15, 1950. 
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sir,—On November 12 last, a client of 
ours executed voluntary transfers of shares 
in various companies controlled by him in 
favour of his wife and members of his family. 
The transfers were thereupon signed by the 
respective transferees and delivered to the 
family solicitor, who immediately lodged 
them in the normal way for adjudication of 
duty. They bore date November 12. 

Much correspondence on values took 
place with the adjudication authorities, 
and it was not until a fortnight or so ago 
that the appropriate duties were impressed 
and’ the transfers became available for 
registration. 

The transferor is no longer a young man, 
and the date of the gift may conceivably 
become an important factor in the due 
process of time. 

In your August issue, at page 274, under 
heading “ Date of Gift” it is stated that 
“the gift (of shares) is not completed when 
the transfer is signed, but on the date when 
the transferee is entered in the company’s 
books as the owner of the shares.” Is that 
really an accurate exposition? Dymond 
on Death Duties—under heading ‘‘ Imperfect 
Gifts”—says “In order to constitute an 
effective gift inter vivos, the disposition by 
which it is made must be complete. ... An 
omission which can be repaired by the donee, 
however, such as the stamping or registra- 
tion of a document, is apparently not 
material.” 

This last mentioned view seems to be 
fully supported by the decision in re Rose, 
Midland Bank Executor and Trustee Company, 
Lid., v. Rose (1949, Ch. 78), and it seems 
clear that where a donor has done every- 
thing in his power to divest himself of the 
property the subject of the gift, and where 
acts of third parties only are necessary to 
complete the gift, such gift is, as between the 
donor and donee, a fait accompli from the 
moment—as in this case—of the signing of 
the transfer form. 

The stamping responsibility is on the 
transferee and, similarly, the registration 
of the transfer is the responsibility of the 
transferee. : 

We should greatly appreciate your views 
or those of the author of the relevant “‘ Points 
in Practice.” 

Yours faithfully, 
McCann, Bentiey & Co. 

London, E.C.2. 


August 22, 1950. 


[Our contributor writes: “ From the com- 
pany’s point of view it cannot be questioned 
that a gift of shares is not completed until 
the transferee is entered in the company’s 
books as the owner of the shares. The 
article was, however, dealing with the 
Probl m from’ an Estate Duty angle, the 
importance of which can be fully appreciated 
bearing in mind the period of time which 


can elapse after the signing of the transfer 
by the parties concerned in agreeing the 
value for stamping purposes, or awaiting 
the directors’ meeting at which the transfer 
is passed and the donee entered in the com- 
pany’s register as the shareholder. The 
statement that the vital date for estate duty 
purposes was the date of entry in the com- 
pany’s books was made after careful refer- 
ence to two standard works on death duties. 
The writer’s experience with the Estate 
Duty Office in 1943 was in accordance with 
the above and was contrary to the ruling in 
re Rose given hereunder. No legal decision 
on this specific point has been found, but 
attention has been drawn to one which by 
inference can be considered as of import- 
ance on this matter. 

In re Rose (deceased) Midland Bank Executor 
and Trustee Co., Lid. v. Rose and Others 
(Chancery Division, 1948, 2 A.E.R. 971), by 
his will dated December 6, 1943, the 
testator gave certain legacies which included 
the following: 

I give...to Ernest E. Hook... 8,300 
ordinary shares in H. G. Sanders & Son, Ltd., 
and I also give him 5,000 preference shares in 
H. G. Sanders & Son, Ltd., if such preference 
shares have not been transft to him 
previously to my death. 

In August, 1944, the testator handed to 
Mr. Hook a transfer executed by himself in 
Mr. Hook’s favour of 5,000 preference shares 
in H. G. Sanders & Son, Ltd., together with 
the relevant certificates. The company was 
a private company and the directors, in 
accordance with the powers granted them in 
the Articles of Association, refused to register 
the transfer. The testator died on January 7, 
1946, and subsequent to his death the com- 
pany registered the transfer of the 5,000 
preference shares. 

Mr. Justice Jenkins in his judgment drew 
attention to the fact that prior to his death 
the testator had done everything in his 
power to divest himself of the shares in 
favour of Mr. Hook. It was accepted that 
Mr. Hook’s legal title was not perfected until 
the directors had passed the transfer for 
registration, but that act was outside the 
power of the testator. In these circum- 
stances it was ruled that the shares had been 
transferred prior to the testator’s death and 
his title under the transfer was perfected 
after the death by registration by the com- 
pany. They were, therefore, taken as a gift 

Mr. Justice Jenkins referred to two other 
cases to indicate that the donor must have 
done all in his power to perfect his gift. In 
Milroy v. Lord (1862) the imperfection was 
due to the fact that a wrong form of transfer 
was used for the purpose of transferring 
certain bank shares. In re Fry, Chase National 
Executors & Trustee Corporation v. Fry (1946, 
2 A.E.R. 106) the flaw in the transaction, 
which was a transfer of shares in a certain 
company, was failure to obtain the consent 


of the Treasury, which, in the circumstances, 
was necessary under the Defence (Finance) 
Regulations, 1939. 

In both these cases it was necessary for the 
donors’ executors to do something to com- 
plete the gift, in the first to complete new 
transfers on the correct form and in the 
second to execute transfers and obtain the 
Treasury consent thereto. They therefore 
failed as gifts in accordance with the prin- 
ciple that equity will not compel an 
imperfect gift to be completed. 

The testator in the Rose case had done 
everything necessary and within his power 
to complete the gift. Along these lines it can 
be argued that a donor having completed a 
transfer and handed it and the share cer- 
tificates to the donee for stamping and 
registration has completed the gift. In these 
circumstances the five-year period necessary 
to avoid death duty on the gift should com- 
mence from the date when the donor had 
completed his necessary acts, and not from 
the date of the later registration in the 
company’s books. 

Should any dividend be paid by the com- 
pany to the donor during the period between 
his completion of the transfer and the regis- 
tration thereof it must be passed over to the 
donee, otherwise the gift from the earlier 
date must fail, as the full enjoyment of the 
gift to the exclusion of the donor would not 
be a fact. 

It appears that the case re Rose could be 
cited in fixing the date of a gift inter vivos 
although the facts for consideration were 
somewhat different.” 

As this subject is of such interest the 
Editor will be glad to receive details of the 
experience of readers. ] 


The Institute of Internal Auditors : 
London Chapter 


The last report of the Governors of the 
London Chapter of the Institute of Internal 
Auditors shows that membership of the 
Chapter has increased steadily, and that the 
meetings have been well supported and 
appreciated by members. The Chapter is 
providing a medium for internal auditors to 
meet and, in discussing their problems, to 
widen their appreciation of the scope and 
purpose of their function. It is hoped to 
arrange a course of lectures during 1950-5! 
on various aspects of internal auditing for 
members’ assistants. 

Chapter officers for the year to May 31, 
1951, were elected as follows: Presi- 
dent, P. B. Hills, a.c.1.s.; Vice-President, 
R. A. Reid, c.a. ; Secretary, H. W. Parker, 
a.c.A. (Standard Telephones and Cables, 
Ltd., Connaught House, 63, Aldwych, 
London, W.C.2) ;. and Treasurer, W. N. 
Wright, M.coM., C.A. 
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FINANCE 


The Month 


The Theme—Iinflation 


STOCK MARKETS DURING THE PAST MONTH 
have been both strong and active. The 
military news from Korea has had no 
retraining influence on them. The main 
factor in the investment situation remains 
the prospect of increasing inflation as the 
rearmament programme gets fully under 
way. The increased cost of the British 
defence programme announced by the 
Prime Minister in the House of Commons, 
the T.U.C.’s defeat of the Council’s motion 
recommending reasonable restraint in de- 
mands for higher wages, the deferment of 
budgetary measures to meet the additional 
cost of rearmament—all these have combin- 
ed to conjure up the threat of rising prices 
and the accompanying hope of rising profits. 
The investment demand for securities has, 
therefore, tended to focus on good-class 
equities, the obvious hedge against inflation. 
Appreciable institutional buying of equities 
has been reported and certain insurance 
companies have returned to this field after 
an extended absence from it. The Financial 
Times index number of industrial ordinary 
shares, which stood at 113.3 on August 21, 
had risen to 118.0 by September 21. 

If the fear of inflation has been the domi- 
nant theme on the Stock Exchange, it is 
difficult to advance a rational explanation 
of the rise in gilt-edged securities and in gold 
shares which has gone side by side with the 
advance of industrial equities. In the month 
to September 21 the Financial Times index 
of British Government securities had risen 
from 107.03 to 107.43 and that for gold 
mining from 111.02 to 121.00. The buying 
of gilt-edged has been mainly institutional, 
and reflects the persistent accumulation of 
funds in the hands of insurance companies 
and in other pools that must almost auto- 
matically be canalised to the gilt-edged 
market. The Government broker has also 
been a buyer on behalf of extra-budgetary 
funds. Gold mining profits are likely to be 
squeezed between higher costs and a stable 
price for gold. Nevertheless the share market 
has received considerable encouragement 
from the fact that some of the problems 
in mobilising the capital required for devel- 
oping the new Orange Free State field 
appear to be well on the way towards 
solution. 


Switching 


The persistent strength of  gilt-edged 
securities is the more remarkable because 
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in the City 


substantial sales of these stocks are reported 
to have been made following the recent 
concessions in the switching of sterling 
securities held by non-resident investors. 
This concession, which was amnounced on 
September 2, allows non-resident owners of 
sterling securities (except bearer securities) 
to switch imto any security quoted on a 
stock exchange in the sterling area, pro- 
vided it is not redeemable in less than ten 
years from the date of purchase. Freedom 
to switch had previously been granted in 
October, 1947, but withdrawn in July, 
1948, because of exchange difficulties 
which were then experienced. Securities 
were then divided into 13 groups and switch- 
ing was only allowed within each group. 
The result was that there emerged a wide 
variety of rates of exchange for security 
sterling—almost one for each group. A 
somewhat ignominious feature of the situa- 
tion was that the lowest of these rates 
was that quoted for gilt-edged securities, 
the implication being that these were the 
securities which non-resident holders were 
least desirous to retain. The freedom to 
switch, which incidentally applies also 
to the manner in which blocked sterling can 
be utilised, led to an immediate unification 
of the various rates quoted for security 
sterling. It is reassuring to note that this 
alignment took place at the highest of 
the prevailing rates, namely, at around 
$1.65 to the pound. It is even more reas- 
suring to note that security sterling has 
steadily strengthened since that time, and 
is now quoted at over $1.90 to the pound. 
Here is an instructive example of a gesture 
of confidence which begets still more confi- 
dence. The new switching facilities have 
been much used : in the main, gilt edged 
and other fixed interest securities have been 
sold and mining shares and _ high-grade 
industrial equities have been bought. 


The Price of Gold 


The rise in gold mining shares occurred in 
spite of a further disappointment of hopes of 
a higher currency price for gold. The ques- 
tion of the price of gold was one of the main 
topics under discussion at the recent annual 
meeting of Governors of the International 
Monetary Fund held in Paris. The South 
African representative raised the issue— 
not for the first time—with an alternative 
proposition. Either the Fund should decree 
a uniform increase in the currency prices 
of gold by all member countries (adjusting 


the price of gold to the rise in al! other 
commodity prices), or else the goid pro. 
ducing countries should be given the right 
to sell up to half their production at the 
premium prices available in the free markets, 
The main opposition came from the United 
States, whose representative arguc:| that 
gold was, above all things, a monetary 
metal and that it should, above all qualities, 
possess that of stability. South Africa, 
however, did not on this oceasion have to 
fight an entirely lone battle. It secured some 
support from France and Belgium, whose 
spokesmen inclined to thé view that to 
prevent gold flowing to the free markets 
merely had the result of increasing the 
premium at which prices were quoted 
there and thus tended to decrease confidence 
in the stability of currencies. Despite this 
support, the South African proposals were 
heavily defeated. The United States 
opposition to an increase in the dollar price 
of gold can be readily understood. At this 
of all times any such imerease would add 
fuel to the fires of inflation, which in the 
United States, as elsewhere, are already too 
well stoked up. Also, the Soviet Union is 
the second largest producer of gold, and 
the Americans can hardly be expected to 
agree that an important Russian «xport 
should fetch increased prices in world 
currencies, including dollars. 


The Rise in Commodities 

The rise in commodity prices continued 
steadily during the past month with wool un- 
mistakably in the lead. The opening of the 
auctions for the new Australian clip more 
than confirmed earlier indications of a steady 
increase in the demand for available sup- 
plies and of hardening prices. For good- 
quality Merino wool the quotation has 
leapt well over 200d. per lb.—easily an all- 
time record, and a figure which, however 
welcome to the agricultural community of 
Australia, is setting grave problems for the 
authorities in that country. Those problems 
have been met for the time being by a sharp 
increase in the export tax on wool. A 
similarly increased tax is also being levied 
on exports of Australian lead and zinc, 
two other commodities which during the 
past month have been caught up in the 
inflationary spiral. The exceptional rise 
in commodity prices has led to an American 
demand for a return to bulk purchasing and 
ordered allocation. The objective is two- 
fold, namely, to prevent the establishment 
of artificial prices and to withhold supplies 
of essential commodities from Communist 
countries. The demand and the problems 
arising from it are likely to be hotly debated 
in the course of. .the Commonwealth 
financial and economic discussions which 
opened in London in the latter part of 
September. 
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Points from Published Accounts 


Replacements—1 

Says the report of Booker Brothers, McConnell : 
A material change has been made in the 
accounting method of our sugar companies. 
After careful consideration and with the 
advice of our auditors, it has been decided to 
change from the previous “ replacement ”’ 
basis of accounting to a “‘ depreciation ” 
basis—thus falling into line with orthodox 
accounting practice and with the method used 
by the parent comfpany and our other sub- 
sidiary companies. Henceforward—as in 
1949—the cost of replacement of major units 
on our sugar estates will be capitalised and 
depreciation charged against profits. In 
addition to depreciation, obsolescence will also 
be charged in order to eliminate from capital 
account the book value of units replaced. 
Apart from the advantages of orthodoxy and 
of uniformity of presentation this change will 
spread the cost of fixed assets over their useful 
lives thus permitting truer comparison of the 

profit between one year and another. 


The Companies Act of 1948 lays it down 
in the Eighth Schedule, Paragraphs 14 (1) 
and 14 (2), that there shall be stated by 
way of note, if not otherwise, shown, “ If 
depreciation or replacement of fixed assets 
is provided for by some method other than a 
depreciation charge or provision for re- 
newals, or is not provided for, the method 
by which it is provided for or the fact that 
it is not provided for, as the case may be.” 
The Act would seem to regard the replace- 
ment method as, to say the least, an excep- 
tional one, and would hardly lend support 
to the pre-war conservative treatment 
whereby profits were salted away by debit- 
ing replacements entirely to revenue. But 
the auditors’ advice in the present instance 
was, one surmises, based not so much on 
any legalistic grounds as on the practical 
consideration that it was desirable to show 
a“ truer comparison of the profit between 
one year and another.” Since the improve- 
ment has now been made it would be rather 
churlish to do more than notice cursorily 
that the change amounts to an admission 
that previous sets of accounts were some- 
what deficient, 


Replacements—2 

A similar system of dealing with replace- 
ments is to be adopted by the Assam Company, 
and it is rather surprising that the change- 
over was not effected in respect of 1949. 
The crop account for that year shows 
debits of £73,673 for additions to buildings 
and machinery and £23,527 for renewals 
thereof. The chairman states that it has 


been ie custom of the company to charge 
against the profits of the year all expendi- 
ture incurred in that year, whether of a 
capital nature or not, on the principal that 


it was fair and reasonable that the good 
years should carry the heavy charges, and 
so save the lean years. He goes on: 


Your auditors hold the view that such a 
method of dealing with additions and re- 
newals is likely to mean an uneven incidence, 
and that in consequence the profits in any 
one year may be distorted. They have further 
pointed out, again correctly, that depreciation 
continues more or less evenly year by year, 
and is not in any way affected by the sale 
price of tea. 

The effect of adopting their proposal would 
be that the two items of additions and re- 
newals, under the heading of buildings and 
machinery, would be taken out of the crop 
account and added to the fixed assets in the 
balance sheet. There would be inserted in the 
profit and loss account an item for deprecia- 
tion of fixed assets (other than land) which 
would be arrived at by assessing the life of the 
differeat types of buildings, plant and 
machinery, and taking a percentage of their 
cost so that the whole cost would be written 
off over a period not exceeding their expected 
life. This charge for depreciation would be 
deducted from the value of the fixed assets in 
the balance sheet. 

Apart from bringing the accounts into line 
with your auditors’ recommendations, and 
thereby conforming more closely to the 
requirements of the Companies Act, 1948, the 
suggested method would have the advantage 
that it would render unnecessary the annual 
increase in the replacement reserve'as a contra 
against the increase to the fixed assets; this 
is important since the uses to which this 
replacement reserve can be put are severely 
limited. 

The directors will benefit from the adop- 
tion of the auditors’ recommendation as : 

It is likely, at the outset anyhow, to increase 
the available profit, and also the profit on 
which the directors’ commission is based. 


While we are not concerned with the possi- 
bility that the basis on which the directors 
receive commission could be changed, 
surely the old accounting system was un- 
satisfactory in that it had the effect of 
causing their commission to vary inversely 
with the level of capital expenditure, It 
may also be remarked that in a broader 
sense, too, the system was unsatisfactory, 
since the chairman’s own words in the 
quotation given in the previous paragraph 
suggest that the accounts did not previously 
conform closely to statutory requirements, 
though, as with Booker Brothers, McConnell, 
it is more important to welcome the new 
accounts than to hark back to the old. 


Little Acorns, Large Oaks 

The accounts of A. C. Cossor include a 
note that the arrears of Cumulative 
Preference dividend amount to £60,000 


gross. Paragraph 11 (3) of the Eighth 
Schedule of the 1948 Act lays down that 
the gross amount of arrears shall be shown. 
But it also stipulates that there shall be 
stated the period for which the dividend is 
in arrear—and this information is not 
given in the note to the present accounts. 
This is a minor point, perhaps, but it 
illustrates the need for close scrutiny of the 
Act before accounts are finally drawn up. 
Only thus can the major pitfalls as well as 
the minor ones be avoided. Heaven knows, 
there are plenty of both kinds ! 


Deferred Repairs and Taxation 


The group accounts of Watney, Combe, Reid 
show in a footnote under the trading profit 
that the provision for deferred repairs has 
been charged with the sum of £414,651 ex- 
pended during the year. They show also that 
the income tax charge amounts to £425,726 
and that there is a net profit of £951,597. 
The average shareholder might remark on 
the disproportionate tax provision, but it is 
unlikely that he would fathom the reason. 
It is suggested that the tax charge has been 
lightened owing to the incidence of deferred 
repairs expenditure, and that the point 
should be explained in the report. There is 
a tacit acknowledgment in the reduction in 
the Ordinary dividend, as there is a com- 
paratively small decline in the “ net profit 
of the group.” Generalising from this 
instance, one may ask what should be the 
auditor’s reaction if the level of expenditure 
from a deferred repairs (or any other) 
provision is sufficiently large to cancel out 
entirely (or largely) the liability for income 
tax ? Would he be justified in making no 
published comment whatever ? 

The balance sheet of John Groves, the 


. Weymouth brewing firm, shows a deduc- 


tion of £11,932 from the deferred repairs 
provision of £36,609, representing “ expen- 
diture during year after deduction of 
estimated income tax relief thereon.” The 
company has spent £11,932, plus the tax 
recovered, and has entirely excluded the tax 
relief from the profit and loss account. 
This is a desirable form to adopt. 


The Auditorial ‘‘ Subject To ”’ 


The joint auditors of Peerless @ Ericsson 
interpolate in their certificate to the 
accounts the phrase “ subject to the value 
of stock and work in progress, to which 
reference is made in Note 4.” Note 4 
states that “ The directors are satisfied that 
the stock and work in progress is fairly 
stated at the lower of cost or market value. 
Having regard to its relationship to turn- 
over, however, the ultimate realisation of 
this stock must depend upon future condi- 
tions.” It would have been helpful if the 
directors had informed shareholders of the 
system on which this item had Been valued, 
or, alternatively, had explained the grounds 
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on which the auditors’ qualification was 
based. And the auditors’ qualification might 
usefully have been expanded for the benefit 
of shareholders. 

If the auditors qualify in this way 
their certificate to a set of accounts, can 
it be said that those accounts comply with 
the Companies Act ? The answer is in the 
affirmative, because the law does not lay 
down the basis for valuing the assets of a 
business. Moreover, it would be a physical 
impossibility to carry out an assets valuation 
that would meet with the highest level of 
requirements, practical or theoretical. 

Yet it may not be denied that from the 
shareholders’ point of view it is thoroughly 
unsatisfactory that directors and account- 
ants should disagree. The defect from their 
point of view is that the accountants express 
their objection in half a dozen words, 
whereas the directors need use none at all, 
or dismiss the matter in a short footnote to 
the accounts, or wait upon questions at the 
annual general meeting. 

In cases where there is disagreement it is 
suggested that the directors and, indeed, the 
auditors, have a responsibility to share- 
holders to give both sides of the case. Share- 
holders are entitled to know precisely why 
the auditors do not accept this or that 
valuation of the directors. 

There was a “‘ subject to ” in the auditors’ 
certificate of Butlin’s. They threw doubt 
upon the value of the investment in Butlin’s 
(Bahamas), and at the annual meeting Mr. 
Butlin was asked some pertinent questions 
about the basis on which the shares were 
valued by the directors. The representative 
of the firm of auditors who attended the 
meeting was no doubt heartily relieved that 
he was not drawn into the argument. The 
accounts were drawn up to the end of 1949, 
and it is feasible that the auditors considered 
that they could not ignore the critical 
developments subsequent to that date in the 
Butlin’s (Bahamas) venture, which were dis- 
cussed so unequivocally by Mr. Butlin in a 
recent article in a Sunday newspaper, and 
by Brigadier Thorburn at the informal 
meeting of preference shareholders of the 
Bahamas company. 


Initial Allowances—An Unusual 
Treatment 


Even a novice in company affairs would 
look for an explanation on picking up the 
accounts of Alders (Tamworth), showing : 


(1) Balance brought from profit 


and loss account «+ 37,653 
(2) Income tax on profit for the 

year - isi < 1,838 
(3) Profits tax on profit for the 

year “0 7 6,776 
(4) Special depreciation 9,505 


But probably only the experienced stu- 
dent of company accounts would appreciate 
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the significance of the considerable addi- 
tions to plant and machinery upon the 
year’s net profit figure, at least unless he 
had noticed the remark in the chairman’s 
speech that: - 

while the trading profit has decreased sub- 

stantially due chiefly to those reasons already 

explained, owing to the incidence of taxation 

—especially as regards initial allowances and 

depreciation—the final net profit, after 

making full provision for all expenses and 
taxation, is less adversely affected. 

But no explanation is given of the extent 
to which net profits have been advantaged 
by capital expenditure on a considerable 
scale. This seems a summary manner in 
which to dispose of a non-recurring item. 
It is surely removed from the spirit, if not 
from the letter, of the Companies Act, the 
Eighth Schedule of which, Paragraphs 14 (3) 
and 14 (6a), lays down that the basis on 
which the charge for United Kingdom 
income tax is computed, and also any 
material respects in which any items shown 
in the profit and loss account are affected 
by circumstances of an exceptional or non- 
recurring nature “ shall be stated by way of 
note, if not otherwise shown.” There were, 
on the balance sheet date, contracts out- 
standing for capital expenditure of £15,195, 
and it will be interesting to see if the 
Board of the company continues to ease the 
profit outcome by taking present advantage 
of the benefit of initial allowances instead 
of creating a’ deferred taxation provision 
out of profits. Admittedly it is possible that 
the special depreciation is a recognition of 
the benefit of initial allowances, but no one 
handling the accounts can tell whether 
this is indeed so, and if it is, to what extent 
the special depreciation offsets the initial 
allowances. 


Odeon Theatres’ Profits 


The contents of the 32-page Odeon 
Theatres’ report are not of theoretical 
importance to accountants. But our 
readers are doubtless interested in a 
group of undertakings which annually 
pays away £37 million in tax and 
whose yearly receipts approach £100 
million. A net loss of £746,747, after 
crediting £ 1,296,466 resulting from a change 
in the basis of valuation of films, has been 
transformed into a net profit of £552,264 
after providing £250,000 for film production 
contingencies. But the group tax charge 
amounts to £1,215,010 and dividends to 
outside shareholders require £447,033 net, 
so that the net loss attributable to the parent 
is £1,193,752- The earnings showing 
would have been better had there not been 
losses on film production of £2,325,000, 
but it is clear that the group has a good 
deal further to go before it is in placid 
waters. 

The realisation of fixed assets, and a reduc- 


tion of £3.7 million in the film production; 
and related assets, have enabled bayj 
indebtedness to be cut back from £16,286, 58; 
to £12,950,036, but an analysis of the cop. 
solidated balance sheet made by Ty 
Statist serves to illustrate the critica) 
status of the preference and ordinary 
capital. 


£ 

Cash... 2,042,509 
Debtors .. ° 3>477,013 
Stock and work 3,061,205 
Films, etc. , 7,050,237 
Other quick assets ‘ 1,082,765 
Total current assets -- 16,713,729 
Current liabilities - 10,820,543 
Net current assets -+ 5,893,186 
Theatres, etc. - 41,892,928 
Goodwill, etc. 2,208,489 
Investments .. “* 4,163,306 
Sinking fund policies, etc 485,616 

54,643,615 
Bank loans ne . 12,950,036 
Mortgages, loans, etc. .. «+ 19,253,047 
Outside shareholders . 16,838,669 
Future tax reserve 1,158,379 
Preference capital 2,750,000 
Ordinary capital 946,991 
Inter-company balances, etc. . . 33,040 
Reserves and surplus 713,453 

54,643,615 


The films are the second largest asset, 
and the auditors’ certificate is “‘. . . subject 
to the reservations in paragraph 2 of the 
directors’ report in regard to film produc- 
tions... .” This paragraph sets forth the 
basis of valuing the films and states that 
the directors are satisfied that the value 
placed upon film productions is reasonable 
and should be realised in the ordinary 
course of business. “In view, however, 
of the very long period over which the ul- 
timate net producers’ share of film revenues 
accrues, particularly where world-wide 
distribution is involved, and the impossibility 
of predicting future conditions, the sum 
ultimately realisable upon film stocks of 
this magnitude must necessarily be affected 
by factors such as these.” 


— 


AN INTRODUCTION TO BUDGETARY CONTROL, 
STANDARD COSTING, MATERIAL CONTROL AND 
PRODUCTION CONTROL. (The Institute of 
Cost and Works Accountants, London.) 

The price of this book is 15s. net, not 
18s. as stated at the head of the review 2 
our September issue. 
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Legal 


Bankruptcy—Failure to pay into court money 
wwed to a foreign creditor on a judgment debt. 

It is well known that under the 
Exchange Control Act, 1947, it is unlawful 
fr a debtor resident in this country to pay 
anything to a creditor resident outside the 
sheduled territories except with the per- 
mission of the Treasury. By para. 3 of the 
Fourth Schedule to that Act rules of court 
may be made enabling the debtor to pay 
the money into court and declaring that 
this shall be a good discharge of the debt. 
Among the rules made, Ord. 42, R. 1(2) 
lays down : “* where any person is directed 
by any judgment . . . to pay any money to 
...any person resident outside the scheduled 
territories . . . he shall, unless the permission 
of the Treasury has been given . . . pay the 
amount thereof into Court.” 


Inre a Debtor, No. 277 of 1950 (1950, 
2 A.E.R. 733), a creditor resident in 
Switzerland had obtained judgment in 
England against a debtor resident in this 
country and no permission had been given 
by the Treasury for the direct payment of the 
debt. The creditor, relying upon Ord. 42 
R.1 (2), required the debtor to pay the 
money into court, notice being given in 
the form set out in the Exchange Control 
Bankruptcy Notices) Order, 1949. The 
money was not paid into court and a receiv- 
ing order was made by the Registrar. The 
debtor then appealed to the Court of Appeal 
on the ground that the rule-making 
authority had exceeded the powers given 
to it by the Exchange Control Act : the 
Act merely “ enabled ” or allowed a debtor 
to pay the money into court, whereas the 
tule ordered him to do so. After a detailed 
examination of all the relevant portions of 
the Act, the Court decided that the rule 
was valid and that the receiving order had 
been properly made. 


Compulsory purchases by Central Land Board. 


In passing the Town and Country Plan- 
ning Act, 1947, one of Parliament’s inten- 
tions undoubtedly was that land should 
henceforth be bought and sold at its existing 
use value. This intention is nowhere 
expressly stated in the Act, but it is 
the policy of the Central Land Board to 
give effect to it, and in one of 
their pamphlets they suggest various 
methods by which, in their opinion, a 
fair price based on existing use value may 
be fixed between buyer and seller. 

A man proposed to build on a plot of 


Notes 


land in Sheffield and obtained planning 
permission from the local authority. The 
owner of the land was, however, only willing 
to lease the land at a rent which undoubted- 
ly reflected more than the existing use value, 
and, in correspondence with the Central 
Land Board, he refused to fix a price by 
any of the methods recommended by them. 
In reply to an inquiry by the Board, the 
local authority stated that in their opinion 
the plot should be made immediately 
available for housing development, and 
the Board thereupon made a compulsory 
purchase order which was confirmed by the 
Minister of Town and Country Planning. 


In Fitzwilliams Estates v. Minister 
of Town and Country Planning (1950, 
2 A.E.R. 765), the owner asked the High 
Court to quash the order on the ground 
that it was made outside the powers of 
acquiring land given to the Board by Section 
43 of the 1947 Act. By sub-section (1) 
‘The Board may, with the approval of 
the Minister, by agreement acquire land 
for any purpose connected with the per- 
formance of their functions under the follow- 
ing provisions of this Act and in particular 
may so acquire any land for the purpose 
of disposing of it for development for which 
permission has been granted. ...” By 
sub-section (2) “ If the Minister is satisfied 
that it is expedient in the public interest 
that the Board should acquire any land 
for any such purpose as aforesaid, and that 
the Board are unable to acquire the land by 
agreement on reasonable terms, he may 
authorise the Board to acquire the land 
compulsorily.” 

The owners contended, first, that the 
object of the order was to enforce the Board’s 
policy that land should not be sold at more 
than its existing use value and, secondly, 
that the second part of sub-section (1) was 
limited by the first part in that the power 
of acquiring land for disposing of it for 
development was to be exercised only in 
conjunction with the functions expressly 
given to the Board by the later provisions 
of the Act, for example, the assessment and 
collection of development charge. 

Birkett, J., held that if the sole object 
of the Board had been to enforce its policy 
that land should only be sold at existing 
use value, the order would have been 
invalid ; but he was not satisfied that this 
was the only object. He further held that 
the second part of sub-section (1) was not 
limited by the first part and he declined to 
quash the order. 

His Lordship’s decision confirms the view 


of most text-book authorities on the extent 
of the powers entrusted to the Central 
Land Board. 


Bankruptcy—Cheque paid before receiving order 
and collected afterwards. 

Nice points of bankruptcy law arose in 
re Hone (a bankrupt) ex parte The 
Trustee v. Kensington Borough Council 
(1950, 2 A.E.R. 716). On November 3 the 
borough treasurer received from H. a 
cheque for £55 5s. in payment of her 
rates, and at 11 a.m. on November 4 he 
paid it into the council’s bank. On the 
afternoon of that day H. filed her petition 
in bankruptcy, there being no previous act 
of bankruptcy : she was made bankrupt 
at once, a receiving order was issued against 
her and she was adjudicated on the same 
day. H.’s own bank had allowed her an 
overdraft, the amount of which was assumed 
by the Court to be covered by some security, 
and on November 8 the cheque was collected 
and honoured. 

The trustee claimed the money back from 
the council on the grounds that it had 
been paid after the date of the receiving 
order, and the council put forward three 
contentions in opposition to this claim. 
First, the money was paid to the council 
before the date of the receiving order and 
was therefore valid owing to the provisions 
of Section 45 of the Bankruptcy Act, 1914. 
On this Harman, J., held that, though in 
certain circumstances as between debtor 
and creditor money might be said to be paid 
when the creditor accepted a cheque, 
yet as between the trustee in bankruptcy 
and the bankrupt payment was only made 
when the cheque was collected. The second 
contention was that the money with which 
the debt was paid belonged not to the bank- 
rupt but to her bank. This contention was 
also overruled, the ground being that the 
bank was merely paying over the money as 
agent for its customer, the bankrupt. Thirdly, 
it was said that this was a transaction by 
the bankrupt with a person dealing with her 
bona fide and for value in respect of 
property acquired by the bankrupt after 
the adjudication within Section 47(1) of the 
Bankruptcy Act, 1914, for the bank did 
not lend the money until November 8. 
The answer to this was that the security 
given to the bank existed before the bank- 
ruptcy and by paying out the money the 
bank merely decreased the value of this 
security with which, in other circumstances, 
the creditors might have been paid, Accord- 
ingly his lordship made an order that the 
council should pay over the money to the 
trustee. 


The Bankruptcy Department of the Board of 
Trade has moved from 2, Central Buildings, 
Matthew Parker Street, London, S.W.1, to 
Lacon House, Theobalds Road, W.C.1. 
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THE 


SOCIETY OF 


Incorporated Accountants 


MEMBERSHIP 


The following promotions in, and addi- 
tions to, the membership of the Society 
have been completed during the period 
June 13 to September 11, 1950. 


ASSOCIATES TO FELLOWS 


Appison, Walter, Wembley. ArnswortTu, 
Frank, Borough Treasurer, Southport. 
ALLEN, James Atkinson (Hughes © Allen), 
London. Barrett, Harry Joseph (Morris, 
Crocker @ Go.), Portsmouth. BRAMWELL, 
William Dale (Halsey, Button & Perry), 
Johannesburg. Courson, Leslie Ernest 
(Samson G@ Coulson), London. Covutson, 
Norman Cecil (Samson & Coulson), London. 
Craic, Alan Campbell (Goldby, Panchaud & 
Webber), Cape Town. CuLLiIncHAM, James 
Francis ( Wright, Fairbrother & Steel), London, 
Dean, Frank, Bradford. FARMER, James 
Joseph (Jarvis Barber & Sons),. Sheffield. 
Fow ter, William Kenneth Viner (Charles 
Hewitt @ Co.), Johannesburg. Hewrrr, 
Patrick Charles (Charles Hewitt © Co.) 
Johannesburg. Hopson, Albert James, 
Burgh Chamberlain, Port Glasgow. 
Houtpen, Arnold’ Richard (Winnett 
@& Holden), Manchester. James, Cyril, 
Director and Secretary, Walt Disney 
Mickey Mouse, Ltd., London. Joxnson, 
{vor (Hughes & Allen), London. KrersHaw, 
Clifford Harold (Wells, Richardson & Co.), 
Sheffield. Lams, George Edmund (Starkie 
& Naylor), Leeds. Lez, Albert Gillen, p.s.0., 
(Hilton, Sharp & Clarke), Brighton. Lonc- 
BOTTOM, Kenneth Varley (Reginald Statham 
@ Co.), Burslem. Marswarr, Harry 
Edmund (Morris, Crocker @ Co.), Ports- 
mouth. Maxwe Lt, Eric, Chief Accountant, 
South-East Scotland Electricity Board, 
Edinburgh. Nicuoxas, Alfred Roy (A. R. 
Nicholas & Co.), London. Paxton, John 
Thomas (Hewitt, Chapman & Co.), Birming- 
ham. Penn, Alan John (7. R. Watson & Co.), 
Northampton. PickarpD, Thomas William 
(Thomas, Seward & Co.), Cardiff. Rama- 
SUBBA AryaR, Alvarkurchi Venkatasub- 
baiyar, B.A., Madras. SUTHERLAND, Wil- 
liam Allan (Hilton, Sharpe @ Clarke), 
Brighton. Warp, Arthur Douglas (Armson, 
Ward @ Heron), London. Wutraker, Jack 
(7. W. Reynolds & Son), Bradford. Woon, 
Walter William (Morris, Crocker & Co.), 
Portsmouth. 
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FELLOW 


BARBER, Jarvis Duncan (Jarvis Barber @ 
Sons), Sheffield. 


ASSOCIATES 


AHMED, Mohammad Ibrahim, B.a., for- 
merly with Middlemiss, Sheasby & Co., 
London. ALKER, Robert, formerly Deputy 
Borough Treasurer, Ashton-under-Lyne. 
Atitsopp, Harry William, with Nevill, 
Hovey, Gardner & Co., London. ANDREWws, 
Alfred George, with H. Waissen Wilson & 
Co., London. ANpREws, Bernard, with 
R. S. Dawson & Co., Bradford. ARMITAGE, 
George Michael, with Fredk. & C. S. 
Holliday, Leeds. ATHERTON, Albert, with 
John Tait, St. Helens. Barker, Wilfred 
Oswald, with Stewart, Steyn & Co., Johan- 
nesburg. BAyNHAM, Edward James, with 
Welch & Foley, London. BEenneTT, Stanley 
George, with Cooper & Kenny, Dublin. 
BENTLEY, Alan, with Towers & Naismith, 
Manchester. BLAKESLEY, Jack, with Austin 
& Co., Leicester. BLower, Roland Stanley, 
with Larking & Larking, Canterbury. 
BowEN, John Murray, City Treasurer & 
Controller’s Department, Cardiff. Bower- 
MAN, John William, with Brebner, Allen & 
Trapp, London. Bow.ey, Mervyn Welford, 
Treasurer’s Department, Glamorgan County 
Council, Cardiff. BrarrHwarre, Anthony 
Lewis, with H. F. White & Co., Leeds. 
BROADHEAD, George Warwick Buckley, 
with Kaye & Wood, Huddersfield. Brown, 
Eric Henry Charles, formerly with Deloitte, 
Plender, Griffiths & Co., London. Brown, 
John, Town Chamberlain’s Department, 
Kilmarnock. BuckENHAM, George Thomas, 
with Watson, Waddington & Sharp, Don- 
caster. BuRRELL, Derrick Patrick, with Peat, 
Marwick, Mitchell & Co., London. Bur- 
rows, Raymond Matthew, City Treasurer’s 
Department, Bradford. Cattow, Freder- 
ick John, with B. Sugden & Co., Douglas, 
I.o.M. CHapmMaAn, David Howard, with 
Chantrey, Button & Co., London. CHap- 
MAN, Kenneth Ashley, with C. E. Akeroyd, 
Nottingham. Care, John Kenneth, with 
Rushworth, Ingham & Rhodes, Bradford. 
CiarkE, Leonard John, with Deloitte, 
Plender, Griffiths & Co., London. 
Cockincs, Peter George, with Edwards & 
Edwards, Dorchester. Conpiz, James, Jnr., 
with James Condie & Co., Dunfermline. 
Cook, Leslie Noble (Chas. Hewitt @ Co.), 
Johannesburg. Copeman, Ronald Cyril, 


with Smailes, Holtby & Gray, Hull 
CopestakE, Denis, with Appleby & Wood. 
Manchester. Cox, Geoffrey William (Peg, 
Marwick, Mitchell & Co.), Johannesburg. 
Crease, Graham, with Cassleton Elliott § 
Co., London. Cresswe.L, Albert Eric, with 
Peat, Marwick, Mitchell & Co., Birming. 
ham. Dansury, Eric John, with Clarkson 
& Rumble, London. Danskin, Henry, with 
Peat, Marwick, Mitchell & Co., Newcastle 
upon Tyne. Desmonp, Walter Clement, 
formerly with Purtill & Co., Dublin, 
Dewe.t, Desmond Edward, with Hill 
Vellacott & Co., London. Drace, Leslie 
Ernest, with Spicer & Pegler, London, 
Draycott, Harry Hudson, with Camm 
Metcalfe, Best & Co., Sheffield. Durrmtp, 
Douglas Owen Roy, with Gilroy, Ruck & 
Jenkins, London. Dyetr, Arthur 
Charles, with Allan, Charlesworth & Co, 
London. Evans, Donald, B.com., with 
Cryer & Kitchen, Keighley. Fetsreap, 
Ronald Robert, with Peat, Marwick, 
Mitchell & Co., London. Frew, Gordon 
Alexander, with Stewart, Steyn & Q, 
Johannesburg. Gri, Joseph Edward, with 
Victor Walton & Co., Leeds. Gower, 
Peter Leveson, with John M. Winter & 
Sons, London. Grayson, James Gomm, 
with Rowley, Pemberton & Co., London. 
Grocockx, Henry Norwood, B.com., with 
Peat, Marwick, Mitchell & Co., Darling- 
ton. Groves, John Spanton, with W. T. 
Walton & Son, West Hartlepool. Groves, 
Maurice Roger, with Rawlinson & Hunter, 
London. Haxin, George Dowey (S. H. 
Brooks & Co.), Blyth, Northumberland. Hay- 
son, Harold, with S. R. Fuller & Co., Leeds. 
Harris, Walter Frank, 8.com., formerly 
with J. Nicholson & Co., Lincoln. Hep ey, 
Robert, with Joshua Wortley & Sons, 
Sheffield. HERMAN, Gershon, _ with 
Lawrence H. Fink, London. Huts, John 
Herbert, with Chas. W. Rooke, Lane & 
Co., London. Hitton, Alan, with H. Noel 
French, Ormrod & Co., Liverpool. 
Ho.pinc, Douglas William Charles, with 
Bolton, Pitt & Breden, London. Hors, 
Edward Augustine (Whitmarsh, Edgcumbe © 
Co.), Launceston. HunntsEtTT, Philip Daniel, 
with Clifford Davey & Co., Whitstable. 
Jackson, Kenneth (Ernest W. Atkinson & 
Co.), Harrow-on-the-Hill. Jones, Robert 
Louis, with Moore, Stephens & Co, 
London. Kater, Douglas Alfred, with 
Smith, Matheson & Co., London. KELLY, 
Owen, with Edmund D. White & Sons, 
London. Ketty, William Gilbert, with 
L. M. Copeland, Wolverhampton. Kt- 
cour, William Neil, with E. J. Williams & 
Co., Carlisle. Kincstey, John Edwin, with 
Eyton & Eyton, Newcastle upon Tyne. 
Kieynuans, Jan Lourens, with Dreyer & 
Dreyer, Johannesburg. KREYENBROEK, 
Paul, formerly with R. G. Welsh, Cape 
Town. Kynaston, Frederick James Russel, 
formerly with Edmonds & Co., Portsmouth. 
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A photograph taken at the Incorporated Accountants’ Course, Balliol College, 


Sons, 

with 

John 
e & Lake, Norman Ross (Deloitte, Plender, & Co., Manchester. Moore, Kenneth Skegness. Pearson, Peter James, with 
Noel Griffiths, Annan ©& Co.), Johannesburg. Thomas, with Buzzacott, Lillywhite & Townsend, Watson & Stone, London. 
rool. Laurence, Alexander John, with Baker & Co., London. Morton, William Herbert Prnnett, Harry, with F. Geen & Co., 
with Co., Leicester. Leacu, Arthur Warren (M. S. Bradford & Co.), London. Mucuts- Stoke-on-Trent. Poores, Richard Ingram, 
ORE, Geoffrey, formerly with Bourner, Bullock Ton, Francis Neale, with Price Waterhouse with Cooper-Parry, Hall, Doughty & Co., 
e€ & Co., Leek. Licurowier, Frank, with & Co., London. Mumpy, Wilfred Derek, Derby. Poppiestone, Harold, with Black- 
aiel, Auker, Horsfield & Longbottom, Bradford. with Hodgson, Harris & Co., Grimsby. burns, Robson, Coates & Co., Leeds. Pratt, 
ble. Linpsey, John Walter Reginald, with Murpuy, Fergus Henry, with Cooper & Leslie Charles, with Victor W. Sayer & Co., 
€ Clark, Battams & Co., London. Loncpen, Kenny, Dublin. Nresen, Peter Stewart, Tolworth. Rasy, Benjamin Arthur, with 


bert William, with A. & E. Law & Co., Walsall. Borough Treasurer’s Department, Birken- Jewsbury Barnett & Co., Leicester. Rats- 
20., McCott, Gavin Moffat (Radford, McColl @ head. Norman, Stanley John (W. Ainsworth Trick, Robert Marston, with Peat, Marwick, 
vith Co.), Southampton. McHuco, Dominic @ Co.), Blackburn. Nurtraut, Eric, with Mitchell & Co., Leeds. Rayner, John, 
LY, Vincent, with C. N. Walter, Lester & Co., F. W. Coope & Co., Blackpool. Ontver, with F. L. Gardiner & Co., Scarborough. 
ns, London. McLay, Thomas Cullen, with ‘Thomas Ralph, with Harold T. Hooley, Ruicnarps, John William Anthony, with 
ath Wm. H. Jack & Co., Glasgow. MacRaz, Nottingham. O’Remiy, Lawrence John, Turquand, Youngs, McAuliffe & Co., 
IL- Charles Edward Stuart, B.com., formerly Treasurer’s Department, Dorset County London. Roop, Derrick Peter, with 
& City Chamberlain’s Department, Edin- Council, Dorchester. O’Remty, Terence, Woolley & Waldron, Southampton. 
ith burgh. Mappox, John, with Walter with Purtill & Co., Dublin. Papsury, Rowan, Jack, with Ransom Harrison & 
ne. Hunter, Bartlett, Thomas & Co., Newport, Kenneth, with J. W. Close Hirst & Co., Lewis, Sheffield. Sanpers, Sidney Stephen 
& Mon. Mapewick, Donald Frederick, with Leeds. PARKER, John Michael, with Sewell, Knill, Comptroller’s Department, Metro- 
‘K, Spicer & Pegler, London. Maprey, James Hutchinson & Co., London. Parkin, John, politan Water Board, London. Scorrt, 
pe Price, with Peat, Marwick, Mitchell & Co., with Hodgson, Harris & Co., London. Arthur Edward Reuben, with Hereward, 
ll, Birmingham. Marks, Brian, formerly with Payne, Humphrey Cecil, 3.com. (Vaughan, Scott, Davies & Co., London. Sen Gupta, 
h. Carpenter, Arnold & Turner, Brighton. Key @& Payne), Johannesburg. Pearson, Phani Bhusan, formerly with Rooke, Holt 


Mettor, Norman, with Ashworth, Mosley 


John Frank, with Mountain, Jessap & Co., 


& Co., London. SHEEHAN, Maurice Noel, 
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B.coM., with P. P. O’Brien, Bray. Sinciair, 
Margaret, with Beatton, Hewson & Co., 
London. Smart, William, with Volans, 
Leach & Schofield, Leeds. Smirn, Clifford 
George Reynolds, with Carnaby Harrower, 
Barham & Co., London. Smirn, Peter 
Duncan, with Fred. A. Fitton, Wilson, 
Smith & Martin, Manchester. Situ, 
Reginald Edwin, with Edmonds, Clover & 
Jones, Eastbourne. Spencer, Gordon 
James, with H. A. Merchant & Co., 
London. Spencer, Spencer Owen, formerly 
with Cole, Dickin & Hills, London. 
Sprvey, Arthur Ambrose, with Moore, 
Stephens & Co., London. Starr, Leonard 
Sydney, Borough Treasurer’s Department, 
Southampton. Streetz, John Harold, with 
Sheard, Vickers & Winder, Liverpool. 
STONELL, Joseph Frank, with Edwards & 
Edwards, Dorchester. Taytor, Harry, 
B.coM., with G. L. Hirst & Co., Dewsbury. 
TRAFFORD, Kenneth Cyril Ronald, with 
Thornton & Thornton, Oxford. Treasure, 
Fred, with Whitehead & Aldrich, Preston. 
Verity, Kenneth, with Rupert Lindley & 
Son, Bradford. WaAtker, Edward Henry, 
with Foster & Stephens, Birmingham. 
WALKER, Peter Duke, with Camm Met- 
calfe, Best & Co., Sheffield. Weston, 
William Talbot, with Gardiner, Hunter & 
Co., London. Woop, Leslie James Alfred, 
with Tribe, Clarke, Painter, Darton & Co., 
London. Woortrron, Leonard Kenneth, 
with A. J. Whitington, Winchester. 
Wyatt, Thomas Arthur, with Harrison 
Smith & Haughton, Bath. Zicxet, Hans 
Helmut Jakob, with Michael Berman & 
Co., Cape Town. 


DISTRICT SOCIETIES 


LONDON AND DISTRICT AND LONDON 
STUDENTS’ SOCIETIES 


Joint PROGRAMME OF LECTURES—AUTUMN 
1950 

October 9: “ Double Taxation Relief,” by 
Mr. B. R. Pollott, m.a., A.s.A.A. Chair- 
man: Mr. F. R. Witty, F.s.A.a. 

*October 18: “* The Art of Advocacy,” by 
Sir Norman Birkett, xk.c. Chairman: 
Mr. D. Mahony, F.s.A.A. 

October 23: “* Farm Accounts,” by Colonel 
N. B. Hart, 0.8.£., T.D., M.A., LL.B., F.C.A., 
A.S.A.A. Chairman: Mr. J. A. Allen, 
F.S.A.A. 

*October 30: “Income tax and Sur-tax 
with reference to Settlements and Private 
Companies,” by Mr. J. R. Paramour, 
F.C.A., F.S.A.A. Chairman: Mr. J. A. 
Jackson, F.s.A.A. 

November 6: “ Transit of Goods by Sea,” 
by Mr. Geo. A. Smith, 0.8.2. Chairman: 
Mr. A. V. Hussey, F.s.A.A. 

*November 20: “ Loss of Profit Insurance,” 
by Mr. E. A. Whitbourn, F.c.1.1. Chair- 
man: Mr. R. N. Barnett, F.s.A.A. 
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December 4: “The Inauguration of a 
Budgetary Control System and _ the 
Linking of a Budgetary Control System 
with Standard Costing,” by Mr. C. E. 
Sutton, A.s.A.A. Chairman: Mr. G. F. D. 
Rice, A.S.A.A. 

* Arranged by the London and District 
Society. 

All lectures commence at 6 p.m. The 
address by Sir Norman Birkett, x.c., on 
October 18, will be given at the Hall of the 
Chartered Insurance Institute, 29, Alder- 
manbury, E.C.2. Other meetings will be 
held in the Hall of the Chartered Auction- 
eers’ and Estate Agents’ Institute, 29, 
Lincoln’s Inn Fields, W.C.2. 


LONDON STUDENTS’ SOCIETY 


(SOUTHEND-ON-SEA AND District BRANCH) 
On SEPTEMBER 29 A LECTURE ON “ PRo- 
fessional Etiquette ’ was given by Mr. J. A. 
Jackson, F.s.A.A. 

The following lectures will be held at the 
Municipal College, Victoria Circus, South- 
end-on-Sea: 

October 21, at 10.30 a.m.: ““ The Organisa- 
tion of the Inland Revenue,” by Mr. W. 
Emery, H.M. Inspector of Taxes. Chair- 
man: Mr. Herbert Bell, A.s.a.a. 

December 15, at 7.45 p.m.: “ Investiga- 
tions,’ by Mr. D. Mahony, F.s.A.A. 
Chairman: Mr. S. Porter, A.s.A.A. 


NORTH LANCASHIRE 
SyLiaBus oF LEcTURES, 1950-51 

1950 

September 20: “South Africa and its 
Future,” by Mr. Walter H. Marsden, 
F.S.A.A. 

October 16: “Law of Contract and 
Agency,” by Mr. T. W. South, B.a., 
Barrister-at-Law. 

November 17: “Local Government 
Finance,” by Mr. W. Nicholl, F.s.a.A., 
F.1.M.T.A. 

December 14: “ Accounting Problems 
arising out of the Companies Act, 1948,” 
by Mr. R. Glynne Williams, F.c.A., F.T.1.1. 


1951 

January 26: “ Principles of Bankruptcy,” 
by Mr. Charles L. Lawton, m.sc. (ECON.), 
Barrister-at-Law. 

February 27: “‘ Capital Allowances,” by 
Mr. H. A. R. J. Wilson, F.c.A., F.S.A.A. 
April 3: “ Principles of Common Law, 
Statute Law, and Equity,” by Mr. R. D. 
Penfold, Lu.B., A.c.1.s., Barrister-at-Law. 


Lectures will be held in the Preston and 
County Catholic Club, Winckley Square, 
Preston, at 7.30 p.m. 


SUSSEX 


As ANNOUNCED IN THE AuGusT ISSUE, A NEW 
District Society has been formed in the 
County of Sussex. The Hon. Secretary of 


the Incorporated Accountants’  Susse, 
District Society is Mr. A. G. Lee, ps0, 
F.S.A.A., 13, Ship Street, Brighton. (Tek. 
phone : Brighton 26578-9). 

Members of the Incorporated Account. 
ants’ London and District Society residing 
in Sussex who wish to transfer to the Susser 
District Society are requested to com. 
municate with the Secretary of the Londoy 
and District Society at Incorporate 
Accountants’ Hall, Temple Place, Victori; 
Embankment, London, W.C.2. 

Members who decide to transfer wil] 
still be welcome at all activities arranged 
by the London and District Society. 


SWANSEA AND SOUTH-WEST WALES 
SyLiasus oF LEcTURES, 1950-51 


1950 
October 11: *“ Taxation,” by Mr, 
H. A. R. J. Wilson, F.c.A., F.s.A. 


Chairman: Mr. L. T. Evans. 
November 1: “ Inside Europe, 1950,” by 
Mr. Bernard Newman. Chairman: Mr. 
_C. E. Jones, A.c.1.8., A.A.C.C.A. 
November 16: * “ Company Law,” by 
Mr. A. E. Langton, ti.s. (Lond.), F.c.a., 
F.8.A.A. Chairman: Mr. P. T. J. Hooper. 
December 1: “‘ The Profits Tax,” by Mr. 
G. D. Gilbert, H.M. Inspector of Taxes. 
Chairman: Mr. H. K. Greaves, F.s.A.A, 
F.I.M.T.A., A.A.C.C.A. 
December 15: * “ Partnership Law,” by 
Mr. E. R. Nash, Solicitor. Chairman: 
Mr. D. M. Watkins. 


1951 


January 10: “The Stock Exchange—Its’ 


Function and Organisation,” by Mr. 
L. J. H. Noyes. Chairman: Mr. C. 
Montgomery Williams, F.c.A. 

January 17: * ‘Some Aspects of Bank- 
ruptcy,” by Mr. J. L. Williams, Assistant 
Official Receiver. Chairman: Mr. J. G. 
P well, A.s.A.A. 

Febr.iary 9g: “ The Future Relationship 
Between Government and Industry,” by 
Mr. H. G. Hodder. Chairman: Mr. 
J. Martin Davies, F.1.B., A.A.C.C.A. 

February 28: * “ Costing,” by Mr. N. G. 
Lancaster, M.B.E., A.c.A. Chairman: Mr. 
D. R. Hill. 

March g: ‘“ Economics,” by Professor 
E. Victor Morgan, M.A. Chairman: Mr. 
Trevor L. Hoskins, F.c.1.s. 

March 14: * “‘ The Organisation of a Share 
Transfer Office,” by Mr. A. K. Martin, 
A.c.L8. Chairman: Mr. E. J. Jones, 
A.C.LS. 

April 11: * “ Consolidated Accounts,” by 
Mr. G. Gordon Thomas, PH.D., F.S.A.A+ 
A.c.A. Chairman: Mr. Trevor L. Hoskins, 
F.C.LS. 

* Arranged by Students’ Section. To be 
held at the Central Library, Alexandra 
Road, Swansea, at 6.45 p.m., with the 
exception of “Company Law,” by 
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Mr. Langton, which will be held at the 
y.M.C.A., Swansea. 

The Con-Joint Lectures of the District 
Society will be held at the Mackworth 
Hotel, Swansea, at 6.45 p.m. 

Dr. G. Gordon Thomas has promised to 
yrange for examination refresher courses 
to be held just prior to the November 1950 
and May 1931 Examinations. 


YORKSHIRE 


ar A COMMITTEE MEETING ON SEPTEMBER 
12, the following officers were elected : 
President, Mr. George A. Windsor, F.8.A.A. ; 
Vice-Presidents, Mr. A. J. Brindley, A.s.A.A., 
and Mr. P. Sheard, F.s.a.A.; Hon. 
Treasurer, Mr. T. MHayes,_F.s.A.A. ; 
Hon Librarian, Mr. T. W. Dresser, F.s.A.A., 
2, Basinghall Square, Leeds ; Hon. Secre- 
tary, Mr. D. McMichael, F.s.a.a. (Messrs. 
A. France & Co.), West Bar Chambers, 


Leeds. 


PERSONAL NOTES 


Messrs. Seddon, Magnay & Spoors, 
Newcastle-upon-Tyne, have admitted to 
partnership Mr. Ronald Heatherington, 
4.c.A., who has been a member of their staff 
for many years. The name of the firm is 
unchanged. 

Mr. Peter V. Stevenson, M.A., A.S.A.A., has 
taken over the practice previously carried 
on by the late Mr. John Hopkins, F.s.A.A., 
at 11, Old Hall Street, Liverpool, 3. Mr. 
Stevenson is practising at that address 
under the style of Hopkins, Stevenson & Co.., 
Incorporated Accountants. 


Messrs. Frederick Dall Gray & Co., 
Incorporated Accountants, Coleraine, 
announce that Mr. J. S. Patterson, A.c.A., 
AS.A.A., has retired from the partnership. 


F. G. N. Bigger, A.s.A.A. 


Mr. J. H. Henderson, F.s.A.A., and Mr. 
Ivor Griffiths, F.s.A.A., practising as Messrs. 
J. H. Henderson, Griffiths & Co., Incorpor- 
ated Accountants, of Cardiff and London, 
announce that as from September 1, 1950, 
they have taken into partnership Mr. K. 
H. Fickling, A.s.a.A., and that the name of 
the firm has been changed as on that date 
to Messrs. Henderson, Griffiths & Co. 

Messrs. Starkie & Naylor, Incorporated 
Accountants, Leeds, have taken into 
partnership Mr. Norman Kirkman, A.s.A.A. 

Messrs. Cox & Furse, Chartered Accoun- 
tants, have admitted to partnership Mr. 


the firm remains unchanged. Mr. Minns 
has discontinued the practice formerly 


Henstridge & Co., Incorporated Accoun- 
tants, 


They have admitted as a partner Mr. , 


R. W. Minns, A.c.A., A.s.A.A. The name of 


carried on by him under the style of 


OUR SHIP COMES HOME 
A Symbol of Restoration 


The weather vane was replaced on Incorporated Accountants’ Hall during August. Below, war damage 
is being made good, and it is hoped that the Society will re-occupy the building early in the New 
Year. The weather vane, of beaten copper, represents the caravel in which Columbus sailed the 


Atlantic ; it was a distinctive feature of the Hall before the Vr fell in 1944. 


In the distance can 


be seen St. Paul’s and the steeple of St. Bride’s; in the middle distance the Temple. 


Mr. A. F. Lunnon, Incorporated Accoun- 
tant, has commenced public practice at 
Room 15, 117, St. George’s Street, Cape 
Town. — 

The partnership of Messrs. Tucker & 
Davies has been dissolved. Mr. Ralph A. 
Tucker, Incorporated Accountant, is prac- 
tising under his own name at Market Hall 


Chambers, Red Street, Carmarthen, and 
at the offices at Llandyssul, Llanbyther 
and Llandilo. Mr. H. S. Davies has taken 
over the Tenby and Pembroke offices. 


Messrs. Geo. Mackenzie & Co., Chartered 
Accountants (s.A.), announce that they have 
taken into partnership Mr. J. F. Clark, c.a. 
(Scotland), c.a. (s.A.), in their Johannes- 
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burg office, and Mr. W. A. Duff, a.s.a.a., 
c.A. (s.R.), in their office at Salisbury, 
Southern Rhodesia. The name of the firm 
remains unchanged. 

Messrs. Kenneth White & Co., Chartered 
Accountants (s.A.), advise that Mr. R. B. 
Lawrance, A.s.A.A., has been admitted to 
partnership. 


REMOVALS 


Messrs. J. H. Freeborough & Co., Incor- 
corporated Accountants, have removed 
their offices to 3, Northumberland Road, 
Sheffield, 10. Telephone 62403. 

Messrs. Schwartz, Fine, Kane & Co. are 
now at 8th Floor, “ Libertas,’’ Marshall 
Street, Johannesburg. 

Mr. Edward A. Woods, Incorporated 
Accountant, has removed his office to 
22, Billing Road, Northampton. 

Messrs. McCann, Bentley & Co. advise 
us that they have moved to new offices at 
Abbott House, 1 and 2, Hanover Street, 
London, W.1. 

Messrs. Singleton, Fabian & Co., Chart- 
ered Accountants, have removed their 
City office to 65 London Wall, London, 
E.C.2. The Holborn office remains at 
30, Southampton Buildings, Chancery Lane, 
W.C.2. 


OBITUARY 


ArTHUR Percy BARDELL 


We record with regret that Mr. A. P. 
Bardell, F.s.A.A., Birmingham, died on 
August 1 at the age of 60. Mr. Bardell had 
been in practice as an Incorporated 
Accountant in Birmingham since 1920, 
when he became a member of the Society 
after taking Honours in the Final Examina- 
tion. He was elected to the Committee of 
the Birmingham and District Society in 
1926, and in 1935 became Honorary 
Librarian, in which capacity he rendered 
very valuable services to the District Society 
until 1947. He was also for a number of 
years Honorary Secretary of the Birming- 
ham and West Midland Branch of the 
Chartered Institute of Secretaries. 

The funeral service was at Christ Church, 
Summerfield, on August 4. 


ALFRED NEwrTon Foor 


The South African (Western) Branch of 
the Society has suffered a severe loss by the 
death of Mr. A. N. Foot, F.s.A.A., C.A. 
(s.A.), Cape Town. Mr. Foot became a 
member of the Society in 1904, and for 
thirty years, until quite recently, he was a 
keen and energetic member of the Branch 
Committee. He will be widely missed among 
members of the profession in Cape Town. 
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Mr. Foot was a partner until 1924 in 
Messrs. E. R. Syfret & Co., Cape Town. 
Since retiring from practice he had been 
associated with Syfrets Trust Co., Ltd. 


Eric GREEN 


We learn with regret that Mr. Eric Green, 
A.S.A.A., died on September 7, at the early 
age of 50. Mr. Green became a member of 
the Society in 1924, after taking Honours in 
the Final Examination. He served his 
articles with Mr. F. A. Prior, F.s.A.a., 
Nottingham, but after qualifying came to 
London and entered the service of Messrs. 
Price, Waterhouse & Co., to whom he was 
principal manager at the time of his death. 

As a member of the committee of the 
London and District Society Mr. Green 
rendered valuable services to both the 
district and parent societies, notably in the 
preparation of the memorandum submitted 
to the Tucker Committee on Taxation of 
Trading Profits. 

The funeral took place at Chorley Wood 
Church on September 12. 

It was attended by Mr. Daniel Mahony, 
F.S.A.A., Chairman of the Incorporated 
Accountants’ London and District Society. 


ArTHUR Henry HuGHEs 


It is with deep regret that we record the 
sudden death of Mr. Arthur H. Hughes, 
F.S.A.A., at his home, 12, The Knoll, 
Beckenham, Kent, on August 23. 

Mr. Hughes was in his seventy-first year 
and was co-founder and senior partner of 
the firm of Messrs. Hughes & Allen, 
Incorporated Accountants, London, in 
whose business he was actively engaged on 
the day of his death. 

The son of the late William Henry 
Sheridan Hughes, of Hereford, Mr. Hughes 
was educated at Katherine Lady Berkeley’s 
Grammar School, Wotton-under-Edge, 


Glos. He served his articles with the late 


Mr. G. H. Lawrence, 7.s.A.A., and was 
admitted a member of the Society of 
Incorporated Accountants in 1904, having 
gained Honours at the Society’s Final 
Examination. He commenced public prac- 
tice in 1908. He had held the office of 
auditor of the Society since 1927. 

Mr. Hughes was chairman of the board 
of directors of Pitt & Norrish, Ltd., and was 
also a director of D. M. Gilbert & Co., Ltd. 
His many interests included the directorships 
of several other limited companies and he 
was a member of the Worshipful Company 
of Fanmakers. 

The Society of Incorporated Accountants 
was represented at the funeral by the 
Secretary, Mr. I. A. F. Craig. 


Frep PriestLtey LEACH 


We have received with regret news of the 
death on August 9 of Mr. F. P. Leach, 


F.S.A.A., who until his retirement a few Yea 
ago was the senior partner of Messrs, RB. p 
Leach & Co., Incorporated Accountang 


in 1901, and commenced public practice, 
Bristol in 1920. 

Mr. Leach was a member of the Com, 
mittee of the West of England Distrig 
Society for more than twenty years, and helf 
the office of Vice-President from 1939 ty 
1946. His work and counsel did much 
further the interests of Incorporated Ap. 
countants in the West of England. 

He was a keen member of the Bristg 
Arron and Henleaze Bowling Clubs, anj 
was well known in musical circles in Brist 
as a performer on the viola. 


BENJAMIN RiGG SINKINSON 


We regret to report the death on September 
5 of Mr. B. R. Sinkinson, F.s.A.A., F.LM.T.A, 
City Treasurer of Bradford from 1941 until 
his retirement in March, 1950. He was 6i 
years of age. After entering the service of 
Bradford Corporation as an office boy in 
1903 he was transferred to the City Trea. 
surer’s Department in 1906. He qualified 
as an Incorporated Accountant in 1916, 


RosBert ALEXANDER WETHERALL 


We record with regret that Mr. R. A 
Wetherall, M.B.E., F.S.A.A., F.LM.T.A., died 
suddenly on September 6, at the age of 67. 

Mr- Wetherall was Borough Treasurer of 
Swansea from 1923 until his retirement four 
years ago. He became a member of the 
Society of Incorporated Accountants in 
January, 1907, having gained the Fint 
Certificate of Merit in the Final Examina- 
tion and the Silver Medal for the year 1906. 
For some years he was Deputy Borough 
Treasurer of Stalybridge, before being 
appointed Borough Treasurer of Bacup, and 
subsequently of Dewsbury. 

He was a Past-President of the Institute 
of Municipal Treasurers and Accountants. 

When the Incorporated Accountants’ 
Swansea and South-West Wales District 
Society was formed in 1926 Mr. Wetherall 
was a member of the original committee. 
He resigned only on leaving Swansea i 
1949, when he went to live in Barnet. He 
was President in 1932-33, and maintained 
throughout a keen interest in District 
Society activities. 

He was treasurer for many years of 
Swansea Savings Committee and of several 
charitable funds. He was an active sup- 
porter of the Soldiers’, Sailors’ and Ait- 
men’s Families Association, and held.a gold 
medal in recognition of long service to the 
Royal National Lifeboat Institution. He 
had been churchwarden at St. James’ 
Church, Swansea, a Freemason, a m 
of the Rotary Club and a supporter of the 
United Nations Association. 
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